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Foreword

1 HE central American common market (Cacm)—Costa Rica. El Salvador,

Guatemala, Honduras, and Nicaragua—ranks fourth in Latin America as a market

for U.S. products. Its chief imports are machinery, transportation equipment, chemi-

cals, food products, petroleum, specialty fuels, and lubricants. The United States

supplies a large share of these, crude petroleum and food products excepted.

The Central American Common Market already has attracted large U.S. invest-

ments, particularly in manufacturing. Recent investments range from oil refineries and

fertilizer plants to soluble coffee and pesticide production facilities.

By 1970, the market's demand for manufactured goods will be lOO^f over 1960,

according to a United Nations study. The U.S. businessman can share in this promising

future through sales, investments, or both. This report is designed to describe these

opportunities.

This study was written by Thomas K. Brewer of the Bureau of International

Commerce, U.S. Department of Commerce. He was assisted by U.S. Commercial

Attaches in each of the five Central American countries, where he made a recent

survey. Rodney Anderson, formerly of this Department, wrote Chapter VI. Import

Regulations. Mrs. Irene Johnson assisted in preparing the statistical data.

Eugene M. Braderman

Director, Bureau of International Commerce

July 1965
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CACM—MARKET PROFILE
Q AREA: 170,284 square miles or one-tenth larger than the State of California.

POPULATION: Over 11.6 million in 1963. Average annual rate of increase about

3.1%. Density from 28 a square mile in Nicaragua to 325 in El Salvador.

CURRENCY: Costa Rican colon, 6.65 per US$1; Nicaraguan cordoba, 7 per $1 ; Hon-

duran lempira, 2 per $1 ; Salvadoran colon, 2.50 per $1 ; Guatemalan quetzal,

7 per $7.

GROSS NATIONAL PRODUCT: $3,279 million in 1963.

PER-CAPITA INCOME: $283 in 1963, ranging from $221 in Honduras to $380 in

Costa Rica.

] AGRICULTURE. 64% of economically active population engaged. Principal products

in 1964: coffee, bananas, cotton, shrimp, cattle, and beef, plus many tropical

products such as mahogany, cacao, and rubber.

] INDUSTRY: Growing volume of light industry producing consumer goods, beverages,

foodstuffs, cigarettes, shoes, textiles, clothing, furniture, plastics, fertilizers, and

insecticides.

TRANSPORTATION: Truck, bus, and automobile transportation increasing on 13 major

highways connecting major CACM markets. Some 2,726 miles of railways, in-

cluding trackage primarily for agriculture, plus good local and international air-

lines serve the CACM.

PRINCIPAL TRADING PARTNERS: The United States supplies nearly 46% of all

imports. West Germany, Japan, the United Kingdom, the Netherlands, Nether-

lands Antilles, and neighboring CACM countries are important trading partners.

PRINCIPAL IMPORTS: 1964 total, $734.8 million. 1962 total, $548.2 million as fol-

lows: Machinery, equipment, and tools for agriculture, mining, manufacturing, and

transport equipment, 25.4%; manufactured goods, 35%; chemicals, 16%; food

products and live animals, 11.3%; and mineral fuels, lubricants, and related

products, 7.7%.

PRINCIPAL EXPORTS: 1964 total, $666.8 million. 1963 total, $588.1 million, includ-

ing coffee, $229.6 million; ginned cotton, $104.7 million; bananas, $66.8 million;

cattle and beef, $24.9 million; and sugar, $19.6 million.

MOTOR VEHICLES: 1963 registrations totaled 141,242.

RADIO AND TELEVISION: Estimated at more than 600,000 radio receivers; tele-

vision stations operate in the 5 capital cities.

I |

ELECTRICITY: Over 7.7 billion kilowatt-hours produced annually.

VII



Chapter

BASIC

DATA

1 HE FIVE COUNTRIES of Central America lie between

Mexico and Panama and comprise an area of 170.284

square miles, nearly one-tenth larger than the State

of California. From the northern corner of Guatemala

to the southern tip of Costa Rica is a distance of

almost 900 miles. The width of the land from any

point on the Pacific coast to the Caribbean never

exceeds 230 miles and narrows to 70 miles in Costa

Rica. Guatemala City is situated roughly due south

of New Orleans and St. Louis. San Jose, Costa Rica,

is due south of Detroit.

Nicaragua is the largest of the five countries in

area and Honduras and Guatemala, which are about

equal in size, rank next.

The entire area is traversed by rugged mountain

chains descending from Mexico. These mountains

rise abruptly from a relatively narrow Pacific coastal

plain, from which they are set off by a great number

of volcanoes—over 100 major ones, some of which

are active—extending the entire distance from Guate-

mala to Costa Rica. Toward the Caribbean the moun-

tains descend much more gradually and give way to

large river valleys, particularly in the region extending

from eastern Honduras to Costa Rica. Guatemala,

El Salvador, and Costa Rica have broad plateaus.

In Honduras and Nicaragua, by contrast, the moun-

tains are so rugged as to leave only small stretches

of level land, except for the tropical plains bordering

the sea.

Climate

Central America lies in the tropical zone at a

latitude between 7 and 18 degrees north of the

Equator. Temperatures are determined primarily by

elevation above sea level. Month-to-month variations

in average daily temperatures are small.

It is hot the year around in the low-lying coastal

areas and river valleys; pleasantly warm during the

day and cool at night at elevations between 3,000

and 6,000 feet—the altitude at which Guatemala City,

Tegucigalpa, and San Jose are situated; and pro-

gressively colder at higher elevations. The zones in

which these three types of climate prevail are com-

monly known as "tierra caliente" (warm lands),

"tierra templada" (temperate lands), and "tierra fria"

(cold lands)

.
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The mean annual temperatures are 78° F. at sea

level and about 67° F. at 4,500 feet of elevation.

Above 6,000 feet temperatures sometimes go below

50° F.

Because of the relatively even temperatures, the

seasons are designated by variations in rainfall. The

dry season or "verano" (summer) extends from

November through April and the rainy season or

"invierno" (winter) from May through October. The

rainy season becomes somewhat longer as one travels

from north to south. The seasons are quite pro-

nounced on the Pacific coastal plains and in the

adjoining mountain areas, where virtually no rains

fall during the summer months. Rainfall is much

heavier and much more evenly distributed through

the year all along the Caribbean coast.

Population

Because of these climatic conditions, the principal

centers of economic activity and population, with

the exception of certain Caribbean ports, are situated

closer to the Pacific Ocean than to the Caribbean. In

Nicaragua the centers are on the coastal plain itself,

but more generally they are found on the high pla-

teaus which lie immediately beyond the plain. The

pleasant and healthful climate of these plateaus has

led to an excessive concentration of population in

limited areas and to a neglect of opportunities in the

warmer zones.

The total population of the five Central American

countries was estimated to be slightly over 11.6 mil-

lion people in 1963. From 1950 to 1962, the popula-

tion of Central America grew at an average rate of

about 3.15%. The density varies among countries,

from 28 to 325 inhabitants a square mile. Costa

Rica, however, has a population growth rate of 3.9%,

which is reported to be the highest in Latin America.

The greatest density of population is found in El

Salvador, although the rate of population increase

is only about 2.8% a year. The lowest density is in

Nicaragua, with 28 per square mile (see table 1).

Working Force. Approximately 37% of the region's

total population was classified as economically active

in 1961. Within this category, three-fourths were male

and one-fourth female. Jobs are taken at an early age.

A possible common figure might be between 10 and 11

years of age, then, many boys have left school, and

have begun to earn a living.

MARKET DAY IN SAN SALVADOR: Fresh produce is displayed at a

shopping center in the city. (Pan American Union.)



MODERN SCHOOL. Streamlined archifecfure in Managua, Nicaragua,

adopted for construction of new buildings.

An estimated 64% of the working population was

occupied in agriculture and stock raising, 11% in

manufacturing, 11% in service industries, 6% in com-

merce, and 8% in other.

The occupational distribution of the population (see

table 2) shows a similar, but not identical, trend in

all five countries. For instance, agriculture occupies

more than one-half of the working population in all

countries, but the percentage varies from slightly over

one-half in Costa Rica to about two-thirds in Guate-

mala, Nicaragua, and Honduras. Manufacturing in-

dustries occupy nearly 12% of the economically active

population in all countries except Honduras.

The percentage of persons occupied in other activi-

ties, such as building, commerce, transportation,

government, and services, varies considerably. Here,

Costa Rica appears to have the greatest number of

persons in these occupations, followed by El Salvador.

Nicaragua, Guatemala, and Honduras.

General Education and Health. The literacy rates

varies considerably between countries, the highest

claimed rate being Costa Rica's 88% and the lowest

Guatemala's estimated at 30%.

Steps have recently been taken by several gov-

ernments to improve public education opportunities

and standards and to attract attendance in primary

schools: by boosting national budgets for education,

by programs of school construction, by increasing

teacher salaries to attract and retain better qualified

teachers, by improving curricula, and by printing

educational materials. Much more is needed. All

countries of the region are cooperating with the Orga-

nization of Central American States (Odeca), which,

with the assistance of the Agency for International

Development (AID), is printing and distributing text-

books for the primary grades.

These steps will speed the unification of the region,

by preparing workers with basic skills to make a more

substantial contribution to the economy. As a result

of treaty agreements on the free movement of people

and capital within the region, employment opportuni-

ties exist in locations outside the workers' own coun-

try. With improved basic skills, workers can compete

throughout the area.

Life expectancy estimates vary from 37 years for

Guatemala to 60 years for Costa Rica. Infant mor-

tality is reported to be from 90 per 1,000 live births

in Guatemala to 58 per 1,000 in Honduras. The

number of inhabitants per physician varies from over

6,000 in Guatemala and El Salvador to slightly more

than 2,800 in Nicaragua and Costa Rica. The leading

causes of death in the area appear to be waterborne

diseases, malaria, intestinal parasites, and tuberculosis.

Culture. The culture and language of Central Amer-

ica are basically Spanish, and the region is pre-

dominantly Roman Catholic. The region offers many

interesting contrasts. In El Salvador and Nicaragua,

the native Indian population was absorbed by the

Spanish conquerors through intermarriage. The result

is a fairly homogeneous population.

In Guatemala and Honduras, however, large native

Indian groups have maintained themselves in isolation

from western influences, speaking in their ancient

Indian dialects. More than half of Guatemala's popu-

lation is outside the money economy. Costa Rica's

people have a re atively minor admixture of Indian

blood since the country was sparsely populated at

the time of the Spanish conquest.

Great Britain dominated long stretches of Central

America's Caribbean coastline until 1859 and left

settlements of English-speaking peoples. Also, Carib

Indians and Negroes from the Caribbean islands were

transported to work on the banana plantations and

railroads during earlier periods. These groups remain

generally isolated from the mainstream of the econ-

omy.

Urban Centers. Among the capitals of the five

countries, Guatemala City, with more than 400,000

inhabitants, and the metropolitan area of San Jose,

with 485,284, are the largest. Next largest are San

Salvador with 248,100 people, and Managua and

Tegucigalpa with slightly over 150,000 each. The



capitals are the administrative, political, and cultural

centers of their respective countries. They are also

the principal centers of commerce, industry, and trans-

portation, except for Tegucigalpa, which competes

with San Pedro Sula as an economic center in

Honduras.

In general, there are only a few important towns

other than the capitals. Since the economies of all

five countries are predominantly agricultural, the per-

centage of the population living in cities and towns

is low. The most recent estimates of rural and urban

population are listed in table 1. The population of the

capital cities and the most important towns in each

country are as follows:

Country &nd city Population

Costa Rica: San Jose, Metropolitan area (1963) 485/284

Puntarenas (1903) 155,436

El Salvador: San Salvador (1961) '248,100

Santa Ana (1961) 73,864

San Miguel (1961) 38,330

Guatemala: Guatemala City (1961 estimate) 407,401

Quezaltenango (1964 estimate) 45,000

Honduras: Tegucigalpa (1961) 165,187

San Pedro Sula (1961) 94,451

Nicaragua: Managua (1959) 150,000

Leon (1959) 40,000

Source: Latest official census statistics.

Income and Per-Capita Income

The total gross national product (GNP) for the

region was estimated at $3,279 million in 1963. A
country-by-country breakdown of GNP follows:

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

Central America

.

Total GNP
(millions of Per capita

dollars) (dollars)

530 380

713 264

1,159 '281

442 221

436 •281

283

Source: Estimates prepared by U.S. Department of State, Agency for Inter-

national Development.

While wealth distribution is still uneven, there is a

growing middle class and a continuing improvement

in the lot of the agricultural worker.

The Central American economies are extremely

sensitive in their response to external influences, par-

ticularly in showing the effects of world price and

trade conditions, and in reflecting the annual harvest

of export crops. Also, because of the pressure of

population growth — several of the countries rank

among the highest in the world—substantial efforts

are required merely to sustain the existing per-capita

income.

For instance, in the early and middle 1950's when

production of coffee and cotton were being rapidly

expanded and world prices were high, the GNP growth

at about 5% yearly was greater than the rate of

population expansion. After 1957, however, a sub-

stantial decrease in world prices for export crops

caused the GNP rate to slip to about 3%. The average

population growth rate of 3.2% continued, resulting

in an obvious deficit.

Per-capita income was estimated at $283 in 1963

as shown above. The per-capita GNP figures for all

countries, except Guatemala, actually showed a decline

over the 4-year period 1958-61. The trend appears to

have been reversed in 1962 largely because of superior

crop harvests, a stabilizing of world market prices for

these crops and, possibly, the initial impact of the

common market in four of the countries.

The higher-than-average standard of living in Costa

Rica may be attributed to the relative absence of class

distinctions, the lack of an indigenous population, the

high literacy rate, and the historical background of

private entrepreneurship. Unlike other Central Amer-

ican countries, Costa Rica never developed the haci-

enda system. Although some holdings have been

combined into large plantations and movement into

urban areas has increased, small rural land holdings

predominate.

Composition of the regional gross domestic product

for 1962 by sector of the economy appears in the

following tabulation:

Value

(millions of Percent of total

dollars)

Agriculture 1,049 34.2

Industry 437 14.2

Construction 78 •2.5

15 .5

Total goods . . . 1,579 51.4

Commerce, banking, housing, personal

1,104 36.0

Power, transportation , storage, communi-
196

190

8.4

6.2

1,490 48.6

Total gross domestic product . 3,069 100.0

Source: U.S. Department of State, Agency for International Development.



A comparison of these statistics with the distribution

of the working population shows that agriculture con-

tributes less to national income than might be expected

on the basis of the occupational statistics. This situa-

tion is due to the low productivity of agriculture,

compared with such pursuits as industry, commerce,

and services.

Significance of Foreign Trade and Investment

Central America is highly dependent upon exports

for the foreign exchange to import manufactured and

semimanufactured goods from industrialized countries.

In addition, significant changes in the prices and vol-

ume of export crops affect the capacity for economic

growth.

The composition and value in 1963 of exports by

country are shown in table 3. The heavy concentration

on two or three export crops—coffee, cotton, and

bananas—is clearly indicated. Cotton superseded ba-

nanas as the second most important export crop about

1961. In recent years, there has been a slight shift

toward diversification of exports. The crops which

showed the most significant increases in value from

1955 to 1960 included lumber, sugar, coffee extracts,

beef and meat products, and those included in "other"

—such as shrimp and other marine products.

In each member country, efforts are being made
to further diversify the farm sector of the economy.

Some success has been achieved and experiments are

under way with new farm exports: tobacco and

cucumbers in Honduras, cattle and frozen meat in

Nicaragua, and kenaf in Guatemala.

The value of exports (table 4) was adversely

affected in recent years by the deterioration, from

the high period in the mid 50's, of prices for the

principal products exported. Nevertheless, because of

increased volume, the total value of exports from the

region increased 7.3% from 1955 to 1960, and showed

a further increase of about 12.7% from 1960 to 1962.

Provisional figures for 1964 show a further gain to

$666.8 million, or 32.9% over 1962. Nearly all the

countries shared in the 1955-64 increase.

Guatemala led the region in total value of exports

until 1960 when El Salvador took the lead. El Salvador

exported approximately 27% of the area total in

1964; Honduras was the lowest in exports with ap-

proximately 14.2% of the total.

The loan and grant programs provided by the United

States and various international organizations will gen-

erate substantial economic activity. It is estimated

that about 65% of the funds will be utilized for U.S.

commodity and service exports.

During 1955 to mid-1964, about $450.7 millions of

loans to the area were authorized by the six U.S. and

international lending agencies. Of this amount, only

$233.9 million or approximately 50% had been dis-

bursed. The negative impact of high consumer im-

ports, the decrease in foreign-exchange earnings (until

mid-'62), increasing payments for loan servicing, and

some capital flight in the same period, resulted in

heavy pressures on exchange reserves and the area's

fiscal and monetary situation.

New private domestic capital investment in most of

the five countries appears to be high among the high-

income producers and entrepreneurs, particularly dur-

ing the current period of stable commodity prices.

Investment by low-income earners is practically non-

existent.

To attract investment, the individual governments

have taken measures to maintain stable currencies

as well as to provide investment incentive laws. Also,

a regional investment-incentive law has been prepared

as part of the overall Common Market program. When

adopted, the regional measure will supersede individ-

ual investment incentive laws.

The Economic Commission for Latin America

(ECLA) 1
in a 1963 study stated that:

"Assuming that the per capita income will increase in

the next ten years at an average rate of 2.5 percent per

annum, the demand for manufactured products would

increase from 1,321 million dollars in 1960 to 2,738 million

in 1970. In view of the prospects and projections of im-

port capacity . . . regional domestic production will have to

increase from 848 to 1,828 million dollars in order to fill

part of the demand which imports could not cover.

"To attain this additional production, expansion of the

capacity of the manufacturing industry would be necessary.

The cost of investment required has been estimated at 950

million dollars ... on the basis of prices in 1960."

With a steady growth of export earnings and with

substantial net inflows of capital, there will be a cor-

responding increase in imports.

Origins of Economic Unification

For almost 300 years prior to independence (1527-

1821) the area which now comprises the Republics of

Guatemala, El Salvador, Honduras, Nicaragua, and

Costa Rica was federated under the Captaincy General

of Guatemala. Divided by the dissensions that accom-

panied independence, these countries remained dis-

united, although in the last century and a quarter

there were 25 different attempts at political unity.

1 United Nations, ECLA, Po9ibiIidades de Desarrollo Industrial Integiado

en Centroamerica (Possibilities for Integrated Industrial Development in

Central America), E/CN.12/683/Add.l, November 1963.
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While political unity is not now actively under

discussion, the five countries, recognizing the inherent

weakness of their individual economies, have begun

a significant program of economic integration and

unification. The most recent effort to join the coun-

tries together began in 1951 through ECLA which

fostered the development of the Central American

Common Market (Cacm).

In 1958, Guatemala, El Salvador, Honduras, and

Nicaragua signed a treaty calling for the gradual

establishment of a Common Market over a 10-year

period. This process was dramatically accelerated in

1960 by a second treaty based on a unique premise

—

the immediate elimination of intraregional tariff bar-

riers affecting 95% of the area's agricultural and

industrial production (over 1,200 items), and a

gradual reduction of tariffs on the remaining com-

modities (57 items) to be completed by 1966. In

September 1963, Costa Rica ratified both treaties and

became an effective member of the Cacm.

The framework for the Cacm has been created and

the accomplishments have been encouraging. Although

many problems remain to be resolved before a fully

integrated market is established, the initial steps of

the Cacm have called attention to the area-wide mar-

ket. Foreign exporters and foreign companies are

investigating export and investment opportunities.

CACM and Its Major Institutions

The direction and administration of the Cacm is

handled by a number of institutions which are assum-

ing increasing responsibility and importance.

The Central American Economic Council. The Eco-

nomic Council, created by the General Treaty (1960),

is the policymaking body of the Cacm. The Council's

membership consists of the Ministers of Economy of

the member governments. They review the work of

the Executive Council, meeting as necessary or at the

request of a member country.

The Executive Council. The Executive Council,

created by the General Treaty, applies and administers

the General Treaty and takes the necessary steps

required to achieve economic union, according to the

policy guides established by the Economic Council.

Its membership consists of one principal delegate

and an alternate for each of the member countries.

Permanent Secretariat for the General Treaty

(Sieca) . Sieca was also created by the General Treaty

and is directed by a Secretary General appointed for a

3-year term by the Economic Council. Located in

Guatemala City, Sieca functions consist of insuring

the correct application of the General Treaty and

other economic instruments, as well as enforcing the

resolutions of the Economic Council and the Executive

Council. The Economic and Executive Councils also

assign projects and studies to Sieca.

Organization of Central American States (Odeca).

Odeca, headquartered in San Salvador, is concerned

with the cultural, educational, and economic develop-

ment of the area. Its efforts have been directed mainly

at trying to promote a greater understanding of Central

America by Central Americans and to mediate any

misunderstandings that may arise.

Central American Bank for Economic Integration

(Cabei). Cabei was formally inaugurated in May
1961. Headquartered in Tegucigalpa, its primary

mission is to promote the economic integration of the

member countries through a balanced economic-devel-

opment program. Capitalized at $20 million ($4 mil-

lion from each member), Cabei has also received an

additional $21 million in loans from AID and the

Inter-American Development Bank.

Nearly half these loans are to be used as a source

of secondary financing for home-mortgage institutions.

Cabei authorized 64 loans totaling $18 million as of

June 30, 1964, nearly all of which were directed to

the private sector. The total loans were distributed

percentagewise among the individual countries as fol-

lows: Costa Rica, 6.9; El Salvador, 25.7; Guatemala.

23.2; Honduras, 25.8; and Nicaragua, 18.4.

Central American Clearing House. Established in

October 1961, under the direction of Cabei, the Clear-

ing House promotes the use of Central American cur-

rencies among the member countries. Local currencies

are computed on their relative value to a new account-

ing unit, the Central American Peso, at par with the

U.S. dollar. The Clearing House is also studying the

long-term Cacm aim of full monetary unification.

Panama and the CACM

Following Panama's rejection of the Central Amer-

ican invitation to become a full member of the Cacm

in December 1962, the Presidents of the five nations

and Panama issued a declaration of their intent to

negotiate an Agreement of Economic Association be-

tween the common market and Panama in March

1963. The proposed agreement called for the estab-

lishment of a list of products which would be accorded

duty-free or preferential treatment by Panama and

the five members of the Cacm acting as a unit. In

addition, Panama would participate on a limited basis

in certain other aspects of the Central American eco-
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AUTOMATED COFFEE PLANT. Soluble coffee produced in this

Nicaraguan plant is shipped to western United States.

nomic-integration movement such as the Coordinated

Highway Program and Cabei. However, Panama would

not have been obligated to equalize its import duties

with those of the Cacm.

After preliminary discussions and an initial ex-

change of position papers, a tentative agreement was

announced in September 1963 on 18 points which were

to form the basis for an Agreement of Economic As-

sociation. The more important of the 18 points tenta-

tively agreed upon were:

1. A limitation of 10 years on the duration of the

Treaty of Association with provision for its possible

nullification after 5 years;

2. Provision for possible periodic expansion of the

free list;

3. Agreement that articles included on the free list

and produced in the territory of one of the two parties

would be accorded tariff protection by the other party

similar to that which it would give the product if pro-

duced in its own territory;

4. Agreement that the sale of products in the Canal

Zone would be governed solely by existing or future

treaties between Panama and the United States.

Upon more careful study of the 18 points tenta-

tively agreed to, Panama decided it could not accept

the proposed 10-year restriction on the life of the

Treaty of Association, especially with a clause allowing

possible abrogation of the agreement after only 5 years.

Panama contended that the treaty should run for 20

years, beginning in 1961 when the General Treaty

of Central American Economic Integration was signed

by the five Central American states.

Opinion in Panamanian business and official circles

is somewhat divided between those who favor Panama's

gradual integration into the common market move-

ment, and those who have serious doubts regarding

the wisdom of complete integration. However, it is

almost universally agreed that Panama cannot at this

time become a full member in the market.

Regardless of the outcome of present negotiations

for closer Panamanian adherence to the Cacm, com-

mercial interchange between Panama and southe n

Central America is already taking place through tl e

Tripartite Preferential Trade Treaty between CosU

Rica, Nicaragua, and Panama. The Tripartite agree-

ment, amplified as to trade between Costa Rica and

Panama as recently as May 1964, provides for free or

preferential trade in a number of items in addition

to a short list of items accorded special import quotas

on a one-time basis.

WOOD-PROCESSING PLANT in Guatemala produces pressed wood

to supply demand for housing and furniture in the CACM.



THE MARKET

Chapter II

As A MARKET for U.S. products, the Cacm ranks

fourth among Latin American nations, after Mexico,

Venezuela, and Brazil.

Imports from the United States reached a record

level of $333.9 million in 1964, or 45.4% of total im-

ports of $734.8 million. The record 1963-64 increase

in imports reflects the 100% import growth which was

forecast for the 1960-70 period in a United Nations

study (chapter I).

Developments Affecting Imports

The rate at which Central American economic inte-

gration is being achieved has surpassed expectations.

Provision already has been made for the establishment

of free intra-area trade by 1966. Regional programs

for an electric-power grid, a Central American road

network, and a telecommunications network have been

laid out. In the field of investment, a regional fiscal-

incentives development law has been drafted, an indus-

trial promotion office opened, and a monetary clearing

house is in operation. Other area programs include

uniform agricultural policies, educational unification,

and the possibility of an airline consortium.

While the existence of these regional programs does

not automatically insure that development will take

place, the five countries are facing their economic and

social problems. These problems are aggravated by a

population increase of about 3% a year, and a per

capita GNP that has barely kept pace with the popula-

tion increase. Other problems which must be over-

come include inadequate government revenue, serious

shortage of skilled personnel in the public and private

sector, and a historical lack of continuity in planning

and execution of government programs.



GUATEMALA CITY, GUATEMALA. Buses make connections here with

other points on the Inter-American Highway and on the Central

American railroads.
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A new basis for regional planning has been laid

with the formation of national development plans

which are to be coordinated within the area. Develop-

ment plans have not yet been made public. They are

expected, however, to include both long-term and im-

mediate projects for regional infrastructure facilities

complementing the Cacm economic-integration pro-

grams. The elements which will contribute most

directly to economic development are those which will

provide for inter-country communications and will

capitalize on natural resources, as well as those which

will provide adequate facilities for the location of

industry.

These will involve large investments of domestic

and external funds. These funds will be largely public

rather than private, and will serve to spur industrial

development.

The United States Government's interest in the

Cacm was expressed by President John F. Kennedy in

an address at a reception for Latin American diplomats

and U.S. Members of Congress on March 13. 1961

:

".
. . we must support all economic integration which is

a genuine step toward larger markets and greater com-

petitive opportunity. The fragmentation of Latin American

economies is a serious barrier to industrial growth.

Projects such as the Central American common market

. . . can help to remove these obstacles."

This interest was also demonstrated on May 12,

1964, at a White House meeting with Latin American

Ambassadors. Alliance for Progress officials, and U.S.

Members of Congress. Then, President Lyndon B.

Johnson signed loan agreements and letters of com-

mitment for 12 major projects in 13 Alliance countries,

calling for financial assistance amounting to nearly

$40 million. Among the projects was the second $10-

million loan to Cabei to assist in financing equity par-

ticipation and relending on medium and long term,

for private industrial projects in Central America.

Also included were various loans to individual Cacm
countries.

During 1963, U.S. assistance to the area totaled

$63.2 million, from the following sources (figures in

millions of dollars) : AID, $37.7; Export-Import Bank

of Washington (Eximbank), $5.8; sales agreements,

including Public Law 480 sales, $12.5; Social Progress

Trust Fund, $5.8; and other $1.4.

Total authorized loans from international organiza-

tions for the region, 1955 through June 1964, amounted

to $450.7 million. Individual country loans were as

follows (figures in millions of dollars and percent of

total): Costa Rica $127.1 (28.2), El Salvador $77.9

(17.3), Guatemala $72.2 (16.0), Honduras $67.3

(14.9), Nicaragua $69.8 (15.5), and regional $36.4

(8.1). The major sources for these loans, in descend-

ing order of importance, were the International Bank

for Reconstruction and Development ( Ibrd ) , the Inter-

American Development Bank (IDB), the International

Development Association (IDA), the International

Finance Corporation (IFC), and the United Nations

and its specialized agencies. Other organizations

which have made technical or financial contributions

include the Organization of American States through

ECLA and various private foundations.

All countries have utilized the principal portion of

their loans for increasing public social services (health,

education, resettlement, etc.) and for infrastructure

projects (highways and roads, air and water terminal



facilities, and electric power). The need to expand

the potentially high-productive core of private enter-

prise was ignored for various reasons. The creation

of Cabei in 1961 and the recent loans to private devel-

opment corporations apparently ushered in a shift in

emphasis to the private sector.

Significant changes in the prices and volume of ex-

port crops have had a substantial effect on both the

capacity for economic growth and on the ability to

provide imported goods to satisfy consumer require-

ments. Cacm total exports and those to the United

States from 1956 to 1964 follow:

Import.1
! from U.S.

Total imports United States percent of total

(Thousands (Thousands
of dollars) of dollars)

19.56 460,955 '280,-238

1957 514,794 296,481

1958 501,149 -274,264

1959 46-2, 49'2 '235,612

1960 514,141 249,411

1961 495,779 229,757

1962 548,246 252,482

1963 646,600 289,000

1964 734,800 333,900

Source: Official statistics of individual countries.

60.8

57.6

54.7

50.9

48.5

46.3

46.1

44.7

45.4

Eiports to U.S.

Total erports United States percent of total

(Thousands (Thousands
of dollars) of dollars)

1956 409,264 240,304 58.7

1957 466,659 248,185 53.2

1958 450,964 227,435 50.4

1959 432,822 197,032 45.5

1960 444,942 215,293 48.3

1961 454,777 228,049 50.1

1962 501,590 235,055 46.7

1963 588,124 248,925 42.3

1 964' 666,758 240,295 36.0

1 Provisional figure.

Source: Official statistics of individual countries.

Cacm exports by principal countries of destination

appear in table 5.

Increased foreign investment capital, public and

private, has flowed into the area since 1957. Never-

theless, total investment, including domestic investment

capital, has not been great enough to maintain the

growth in goods and services necessary to meet the

needs of the exploding population.

As industrialization takes place, there will be a

change in the import pattern from the United States.

Import substitution industries will gradually replace

current imports of processed foods, appliances, and

luxury items. In their place, a gradual demand for

capital goods and other specialized machinery and

appliances should develop. As incomes expand with

the general industrial and economic development, con-

sumer goods imports should tend to increase. Both

this and the previously mentioned tendency toward

capital goods imports will hopefully more than offset

any initial decline in U.S. exports to the Cacm.

U.S. Share of Market

The dollar value of imports from the United States

has been rising, but with the increase in intra-CACM

trade and the small but steady increase from European

and Japanese suppliers, the relative share of U.S. im-

ports to total imports has declined.

Table 6 shows the U.S. loss of 6% of the import

market of the five countries between 1959 and 1963.

However, the United Kingdom lost 1% of its market

and the gains made by Japan and the Netherlands

were only 2% and 1%, respectively. The remaining

3% loss can probably be accounted for by the increase

in intra-CACM trade and by the increases made by

other suppliers.

In 1964, the United States increased its exports to

$333.9 million and gained 0.7'v over 1963 of the

relative share of total Cacm trade.

Among the products in which the United States has

traditionally been a strong supplier and in which the

Central American Imports

by Tariff Sections, 1962

(Millions of Dollars}

(TOTAL IMPORTS $548.2)
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competion has become especially intense are passenger

cars, office machinery, farm tractors, iron and steel

manufactures, household appliances, transformers,

small electric motors, turbines, generators, industrial

chemicals, radios, and phonographs.

Price, credit, and freight rates continue to be the

major reasons cited for the decline in the U.S. share-

of-the-market. As an example, however, prices of some

competitive machinery and equipment are approaching

U.S. levels. Delivery promises often are not as

favorable as those offered by many U.S. concerns.

The reputation of U.S. machinery for generally high

productive capacity causes many local importers to buy

less sophisticated machinery elsewhere. Many potential

customers for smaller equipment do not try to seek

their industrial machinery requirements in the United

States. A greater dissemination of information about

products and activities of medium and small U.S. man-

ufacturers is considered advisable.

A Price Market

Cacm importers historically have been in agreement

concerning the generally unsurpassed quality of U.S.

goods. While this situation still exists throughout

the area, there is a growing realization that price

differentials may justify the purchase of a lower quality

or less complicated product. The degree of reliance

on the United States as the principal supplier, regard-

less of price differential, appears to be strongest in the

least developed country, Honduras, and weakest in

El Salvador, which has the highest degree of economic

activity.

COCOA BEANS pass in review in a Costa Mean plant preparatory to grading. (United Fruit Co. photo.)
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European and Japanese competitors are making in-

roads into traditional U.S. markets by offering attrac-

tive prices and favorable credit terms on many items.

Products specifically cited by Cacm importers are

tractors and other agricultural equipment, iron and

steel products, small electric motors, textiles, type-

writers and other office appliances, generators, turbines,

dynamos, phonographs, radios, and stoves. In this price

conscious market, buyers often select the lower priced

product if it seems suitable.

Credit Terms

It is difficult to ascertain whether credit availability

or price competitiveness is the more important con-

sideration. It is probably best to assume that access

to liberal credit terms may overcome a price disad-

vantage, and, in the reverse, a price advantage may
secure a sale threatened by a competitor's liberal

credit terms. Since the U.S. exporter sometimes finds

it difficult to meet his competitor's prices, it is extremely

important that he give serious consideration to ac-

commodating potential purchasers—through direct fi-

nancing or by financing with U.S. lending institutions.

For medium or long-term credit, the Cacm importer

has virtually no domestic sources, and in many cases is

unfamiliar with the sources of and the procedures for

applying for cedit abroad.

The usual terms offered by U.S. exporters are sight

drafts against documents, although some of the lead-

ing Cacm commercial houses enjoy open accounts and

30- or 60-day drafts. Irrevocable letters of credit are

used to a lesser extent and are more often required

for sales of custom-made goods, specialized equipment,

and new accounts. It should be borne in mind, how-

ever, that local importers must often advance con-

siderable credit in connection with their sales, that

capital is scare, and that commercial credit is available

only on a short-term basis at rates of 8% and up.

Although their prices are often lower, the Japanese

have been considered even more conservative in credit

than the U.S. exporters. They seldom grant credit even

for 30 days; recently, however, Japanese exporters

began to liberalize terms. On the other hand, Euro-

pean exporters, in addition to offering good-quality

merchandise at competitive prices, generally grant long

terms—up to 60, 90, 180, or even 270 days.

In quoting prices, Central American importers gen-

erally prefer c.i.f. quotations since this permit's them

to calculate readily the total delivered cost of merchan-

dise.

Central American Exports

by Principal Commodities, 1963

(Millions of Dollars)

Cottonseed $8.4

Crustaceans

& Mollusks $8.4

Lumber $9.5

Sugar $19.6

Meat $20.5

(TOTAL EXPORTS $588.1)
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Selling and Marketing Tips

Central American Common Market

DO'S

Investigate the market. On-the-spot is best. Obtain data and "feel" of local situa-

tion. But first ask Department of Commerce for all available information. It will

make your trip more productive. If a trip is not possible, Commerce assistance is

all the more important.

Establish a sales team. That's the first step to get results—sales—in this market. Pro-

vide local sales representatives or your branch factory with all necessary selling

tools and services.

Keep in close touch with your local agent or manager. Be sure company repre-

sentatives and technicians know Spanish. See that they make frequent personal

visits. Remember that business is conducted at a slower pace than in the

United States.

Know your competition—products, prices, credit. Adapt your product to the cus-

tomer. Quote c.i.f. whenever possible, offer credit terms tailored to the

credit rating of the customer. On sales of capital equipment, consider deferred

terms. The CACM has the world to choose from.

Keep communications alive. Correspond promptly in Spanish. Advertisements, cata-

logs, and technical literature also should be in Spanish.

Use the services of Commercial Attaches in the United States Embassies when visiting

the CACM.

DOISTTS

Don'f assume that the CACM is an extension of the U.S. market or that it is identical

to other Latin American markets. (Products that sell in the U.S. may not sell in

the CACM for good reasons.)

Don'f enter haphazardly into joint ventures or agency agreements. Nor appoint a

representative and then forget him. Success won't come without an active,

working sales organization.

Don'f expect that your products will sell themselves. You must have something the

CACM market wants at competitive prices and credit terms.

Don'f fail to follow packing, shipping, labeling, and registration instructions recom-

mended by your local representative. Mistakes can mean fines, losses due to

delay, damage to merchandise.

Don'f neglect market developments. Nor the importance of periodic visists to main-

tain contacts with sales representatives and local conditions. (Market demands
will change for particular products.)

13



Chapter

MAR-
KET
ANAL-
YSIS

Chemical products, machinery, transport equipment,

and consumer items—these goods and many more

are imported by the Cacm from the United States (table

7). The U.S. exports to the Cacm for 1962-64 reveal

the rapid increase in the value of goods sold in Central

America (see table 8). Sales increased from $265.5

million in 1963 to $315.8 million in 1964, according

to U.S. export figures.

This review of CACM imports, particularly since it

considers five countries as a unit, cannot be a com-

prehensive market survey for specific products. Com-

modity statistics, including data on production, con-

sumption, and imports may be obtained from the

American Republics Division, Bureau of International

Commerce, U.S. Department of Commerce, Washing-

ton, D. C, 20230.

During 1964, the U.S. market share rose 1.6% in

Honduras, did not change in El Salvador, but declined

slightly in Costa Rica and Nicaragua. The 1964 loss

of 3.6% of the U.S. share of the market in Guatemala

probably most strikingly illustrates the problem facing

f\* *

-

U.S. exporters to the region. Many of the U.S. exporters

may not be shifting from traditional exports to machin-

ery, equipment, and raw materials now needed in the

Cacm. The grand total of imports in 1962 was $548,-

246.000 (table 9).

Manufactured Goods

Manufactured goods comprise the largest single

group of imports in the Cacm. They amounted, in 1962,

to $191,857,000 or 35^ of the grand total of imports

(table 10). The United States supplied $82,667,000,

or 43.1%, of the group total—up 7.1% from 1959.

Base Metal Manufactures. Manufactures of base

metals is the most important item in the group of

manufactured goods. Imports of iron and steel in its

primary form; steel girders; steel bars, sheets, and

plates; tinplate; cast-iron tubes, pipes, and fittings;

and castings and forgings amounted to $19,022,000

in 1962, or 9.9% of the group total. The U.S. share

of imports of this item fell from 31.8% in 1959 to

26.4% in 1962, although the dollar value remained

nearly constant at $5,014,000.
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WINDING SPINDLES watched by employee in a Salvadoran textile plant. (Photograph of the Pan American Union.)

An electric-arc furnace and small rolling mill pro-

duce mainly reinforced rods in El Salvador; similar

installations have been considered in Honduras and

Guatemala. In El Salvador, a copper wire factory was

recently inaugurated, and a plant that has been pro-

ducing extruded aluminum shapes, since 1959, was

recently purchased by the Aluminum Corporation of

America and is expected to expand production. Metasa,

the large metal-processing and construction firm in

Nicaragua, is expanding throughout the Cacm. The

Japanese have invested in this particular firm, assuring

themselves of steel and iron sales and demonstrating

the advantages of joint ventures.

Competition from Japan as well as Belgium, West

Germany, the United Kingdom, and other European

nations has reduced U.S. exports. Purchasers in the

region claim U.S. prices for structural steel to be as

much as one-third higher than those of some competi-

tors.

Yarns, Fabrics, and Textiles. Yarns, fabrics, and

articles of textile fibers, excluding clothing, are the

next most important item of manufactures imported.

Cotton and other textile fabrics amounted to $29,014.-

000, or 15.1%, of the 1962 group total. The U.S.

share, declining from 42.7% in 1959 to 32.6%) in

1962—from $11,864,000 in 1959 to $9,465,00 in 1962

—may have declined further particularly in cotton

textiles.

Weaving, spinning, and knitting mills are expanding

and modernizing, under the stimulus of protective

tariffs, larger cotton crops, and growing Cacm demand.

Some new plants are under construction, such as a

25,000-spindle spinning mill in Guatemala, and a weav-

ing and spinning mill in Honduras. Although rayon

and other manmade products are not produced in

Central America at present, a synthetics weaving mill

is nearing completion in Nicaragua. Imports of high-

style and specialty fabrics, yarns, and knits, not pro-

duced in the area, should increase with local demand.

Clothing and Accessories. Imports of clothing and

accessories, closely related to the textile industry, have

been declining. Imports totaled $10,483,000 in 1959

15



but only $8,998,000 in 1962. The U.S. share fell from

$6,443,000 (61.5%) to $4,104,000 (45.6%) in the

same period.

Several U.S. manufacturers have entered into joint-

venture or licensing agreements for the local produc-

tion of name-brand clothing. In addition, local pro-

duction and intra-CACM trade has increased in recent

years. A sampling of other prominent suppliers dis-

closes major imports of women's hose from Hong Kong

and Japan, gloves from West Germany, and cotton

and wool knitwear from Italy, France, Israel, and West

Germany. In the large category of miscellaneous

clothing items, Japan appears as the leading supplier.

Paper and Paperboard. Paper and paperboard and

manufactures of pulp, paper, and paperboard are

rapidly growing import items in the Cacm, amounting

to $20,828,000 in 1962. Of that total, the United States

supplied 60.2% ($12,532,000) ; the United States sup-

plied 57.2 percent of the total in 1959. The U.S. share

of manufactured paper items varied between 76 and

71.9% (dropping in 1962) while the share of paper

and paperboard rose from 43.8 to 49.8%—a steady

increase over the 1959-62 period.

There is no production of pulp and paper in Central

America except for a Guatemalan plant which uses a

reprocessing operation to produce certain grades of

paper. The establishment of a major pulp plant in

Honduras has been considered for several years.

Canada, Czechoslovakia, and the United States are

major suppliers of newsprint, and the United States is

the major supplier of kraft papers, building papers,

cigarette paper, and most articles manufactured of

paper and paperboard. Cardboard corrugated box

plants have been built in a number of locations, par-

ticularly by the fruit companies to export bananas.

Professional Instruments. Imports of professional,

scientific, and measuring instruments, and photo-

graphic and optical equipment amounted to $3,537,000

in 1962. The United States, as major supplier, ex-

ported $2,207,000 or 62.4%, in the same year—up
5.2% from 1959.

Japan, Italy, and West Germany are also important

sources for optical instruments and apparatus. Mexico

and West Germany are important in the group of

medical, dental, surgical, and veterinary instrument

imports; and West Germany supplies a substantial

amount of scientific measuring and control devices.

Machinery and Transport Equipment

Machinery and transport equipment comprise the

second largest single group of imports. These imports

amounted in 1962 to $139,055,000, or 25.4% of the

grand total of imports (table 11). The United States

supplied $79,188,000, or 577c of the group total. Im-

ports in this group as a share of the grand total

increased only 1% between 1959 and 1962.

Almost no machinery or transport equipment is

produced locally so far, and the United States has held

its position as principal supplier in spite of heavy

competition from the Federal Republic of Germany,

the United Kingdom, and Japan. The U.S. industrial

investment in the Cacm should bolster the U.S. position

in spite of third-country competition. For example,

the installation during the 1960's of five petroleum

refineries in the Cacm has boosted the sale of U.S.

machinery in this area.

Mining, Construction, and Industry Equipment.

Machinery and equipment for mining, construction,

and industry are the major items of machinery im-

ports, amounting in 1962 to $44,065,000, or 31.6% of

all imports in this group. The United States supplied

$24,301,000, or 55.1% of this total. Water and gaso-

line pumps and accessories; jacks, cranes, pulleys, and

other lifting devices; excavating, leveling, drilling, and

earth-extracting machinery; woodworking machinery;

machinery and accessories for textile, graphic art6

and printing, various food-processing and packaging

industries; industrial air conditioners, cooling and

freezing apparatus; ball bearings, gaskets, and pressure

regulators are among the leading imports.

Current interest in industrial development and mod-

ernization in the textile and food-processing industries,

the road construction involved in the regional highway

network and farm-to-market feeder roads, a possible

large nickel-mining investment, and a multitude of

small industrial installations will create additional im-

port demand.

Motor Vehicles. Motor vehicle imports are the

second most important item in this group, amount-

ing in 1962 to $33,796,000, or 24.3% of the total, a

decrease from 29.6% in 1959. Passenger cars, station

wagons, jeeps and trucks, buses, chassis, and parts

and accessories are included in this item. The United

States supplied $19,244,000, or 56.9% of the 1962

item total.

The assembly of motor vehicles other than bus

bodies was initiated in Costa Rica during 1964. As

of July 31, a total of 60 passenger vehicles (French

Renaults) had been assembled. As several manu-

facturers of jeep-type vehicles have been awarded

contracts by the Costa Rican Government under its In-

dustrial Encouragement Law and since several automo-

bile manufacturers have considered Cacm assembly
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COTTON FARM-TO-MARKET HIGHWAY. U. S. road machinery was used in building the Nicaraguan highway from Leon fo Chinandega.

operations, assembly of motor vehicles should increase

in 1965. Assemblers of motor vehicles, regardless of

location in the Cacm, will probably be required to

increase progressively the use of CACM-produced mate-

rials and to adjust their industrial encouragement

contracts to comply with the Cacm Assembly Indus-

tries Protocol (see chapter IV). This regulation may
also apply to all other assembly operations in the

region.

Electrical Machinery and Appliances. Electrical ma-

chinery, appliances, and apparatus make up the third

most important item of imports in the machinery group.

Cacm purchases amounted to $27,491,000 in 1962, or

19.8% of the group total. Imports from the United

States were $13,928,000, or 50.7% of this item, down

6.7% from 1959. Leading products included genera-

tors, alternators, electric motors, converters, and other

electric-current controlling devices; dry-cell batteries;

bulbs, incandescent and fluorescent tubes; radio, tele-

graph, telephone, television receivers and transmitters;

household electrical appliances; medical electric appli-

ances; portable electric tools; and electric cables and

wires.

Television receivers are being assembled in Guate-

mala and Costa Rica, a plant to produce fluorescent

tubes was recently begun in El Salvador, flashlight

batteries are assembled in Guatemala and Nicaragua,

and small hosehold refrigerators are assembled in

various locations.

Large-scale plans exist for the assembly of other

electrical appliances in the region. In addition to

regional assembly, Japan, West Germany, Switzerland,

the Netherlands, and the United Kingdom all appear

as strong competitors in sales of electrical machinery,

apparatus, and appliances.

Agricultural Machinery. Tractors, agricultural ma-

chinery, and implements constitute an important

segment of Cacm imports, amounting in 1962 to

$15,437,000, or 11.1% of the group total. The United

States supplied $11,113,000, or 72% of the item total—

an increase of 2.2% since 1959. Great Britain and West

Germany are the closest competitors in this field.

Office Machinery. The 1962 imports of office ma-

chinery amounted to $3,283,000, of which accounting

or statistical machines, typewriters, calculators, adding

machines, reproducing equipment, staplers, counters,

and parts and accessories are the principal imports.

Competition from Italy, West Germany, and the United

Kingdom resulted in a loss of only 0.4% in the U. S.

market share from 1959 to 1962. Imports from the

United States amounted to $1.5 million in 1962. No
equipment of this type is produced or assembled in

the area.

Chemicals

Chemical products are the third most important

group of imports, amounting to $91,313,000 in
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1962, or 16.1% of total Cacm imports (table 12).

The United States supplied $45,652,000, or 50% of

the total, down 6.7% from 1959.

Central America will continue to rely on imports

of basic chemicals for a considerable period of time,

although certain chemical products and a limited

number of basic chemicals are now or will soon be

produced. Typical products now being manufactured

in the Cacm inclule insecticide concentrates, paints,

soaps, detergents, plastic-fabricated products, and cer-

tain pharmaceuticals. Agricultural based industries,

such as sugar refining, vegetable-oil production and

refining, and breweries and alcohol production, are

found in varying degrees in each country.

Prepared Medicines. Medicinal and pharmaceutical

products are the most important item of chemical

products imported, amounting to $26,193,000 in 1962,

or 28.7% of the group total. The United States

supplied $13,033,000, or 49.8% of the item total in

the same year—down 10% from 1959.

Bacteriological products, serums, and vaccines for

human or veterinary use; penicillin, streptomycin,

and other antibiotics; alkaloids, their salts and deriva-

tives; prepared medicines for parenteral and oral

administration; patent medicines and human plasma

are among the principal products. Local industry

—

frequently with U.S. representation—has begun to

expand beyond the mixing and packaging stage. Among
the many competitors in this field are firms from West

Germany, Panama, Mexico. Italy, Switzerland, the

Netherlands, and France.

Fertilizers and Pesticides. Cacm imports of insecti-

cides, fungicides, and disinfectants—the next major

import group in this category—amounted in 1962 to

$18,708,000 (20.5%). These imports, as a percent of

the chemical product category, increased 5.4% over

1959. The United States supplied $11,407,000 or

61% in 1962—up 10.2% from 1959.

Manufactured fertilizer imports, the third leading

item in the chemical products group, amounted to

$13,582,000, or 14.9% of the group total in 1962. The

United States supplied $2,552,000 (18.8%) of this

item in 1962.

Fertilizer imports, unlike imports of insecticides,

fungicides, and disinfectants, did not increase dramati-

cally over the 4-year period 1959-62. This may be due

to the increased importance of crops, such as cotton,

which require heavy pest-control measures, and to

local fertilizer-mixing operations.

Fertica. a nitric acid-ammonium nitrate manufac-

turing operation in Costa Rica, supplies mixed fer-

tilizers by compounding imported phosphates and

BLEACHES, DETERGENTS and shoe polish are produced in this Honduran plant through licensing from U.S. firms.
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potash with ammonium nitrate. Its sister company in

El Salvador produces superphosphate and sulfuric

acid. Insecticides are blended in various locations. As

knowledge of modern agricultural techniques becomes

more widespread, the use of agricultural chemicals,

such as insecticides, fungicides, herbicides, and of

fertilizers will increase.

Cosmetics and Detergents. Perfumery, cosmetics,

soaps, and cleansing and polishing preparation im-

ports in 1962 were valued at $6,936,000, or 7.6%> of the

group total. The United States supplied $3,624,000, or

52.2% of the item total. This is a major drop from

1959 when the United States supplied 70.4% of the

item total which then was 11.4% of the chemical

products group total. The diminishing imports are

directly related to local production.

Organic and Inorganic Chemicals. Imports of or-

ganic chemicals in 1962 amounted to $4,816,000, or

5.3% of the group total. The United States supplied

$2,071,000. or 43% of the item total—down 20.5%

from 1959. Glycerin, alcohol, and alcohol derivatives,

sulfate of turpentine, halogenated derivatives of hydro-

carbons, aldehydes and ketones, and organic acids

and anhydrides comprise the bulk of imports. While

the United States remains the principal supplier. West

Germany, the United Kingdom, Italy, and Japan are

sharp competitors.

In 1962, inorganic chemical imports amounted to

$3,990,000, 4.4% of the group total. The United

States supplied $2,346,000, or 58.8% of the item total

—up 7.7% from 1959. In addition to the United States,

both West Germany and the United Kingdom are

principal suppliers. Inorganic acids and anhydrides,

including sodium hydroxide; clacium salts, sodium

salts, ammonia salts and compounds; and compressed

and liquid gases were the principal inorganic chemical

imports.

Pigments, Paints, and Varnishes. Imports of pig-

ments, paints, varnishes, and related materials in 1962

amounted to $3,396,000, or 3.7% of the group total.

The United States provided $1,999,000, or 58.9% of

these imports—down from the 82% mark of 1959.

The paint industry in the Cacm has developed to the

point where one company is installing a nitrocellulose

lacquer plant under license. Several major U. S. paint

manufacturers are represented in the area, either under

license or joint-venture arrangements. Nevertheless,

these local companies procure their basic ingredients

—

pigments, alkyd resins, polyvinylacetate-acrylate, and

copolymers—at the best worldwide prices.

- ~ K'

TEAMWORK PLOWS A FIELD in Guatemala without benefit of

mechanized equipment. (Photograph by J. A. Considine.)

Mineral colors in powder form, printers' inks, and

prepared paints and varnishes are the most important

products in this group. West Germany is the strongest

competitor for the sale of coloring materials and

printers' ink. Prepared paints are heavily traded

within the region, and varnishes are secured from a

large number of sources.

Food and Live Animals

Food products ranked as the fourth most important

group of Cacm imports, amounting to $61,822,000,

or 11.3% of all imports in 1962 (table 13). The

United States supplied $26,930,000, or 43.6% of this

group of imports during 1962—down 8.1% from 1959.

Intra-CACM food-product trade amounted to nearly one-

third of the group imports, leaving the United States

with substantially more than 50% of third-country

imports.

Production of basic food items has not kept pace

with the rapidly increasing population. The bulk of

consumption crops, of which corn, beans, and rice are

the most important, are produced by subsistence

type agricultural methods—in contrast to the larger

and more efficient production of the major export

crops, such as coffee, bananas, cotton, and sugar.

El Salvador, with the least land area and the highest

population density, accounted for nearly one-third of

all food imports in 1962.

Little has been achieved in the way of formulating a

regional policy for increasing agricultural production.

While the first meeting of Agriculture Ministers was

held early in 1964, no overall agricultural policy was

established.
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A document prepared for the first meeting of the

Agricultural Development Sub-Committee on October

28, 1964, at San Jose, suggested the creation of a

regional mechanism to coordinate national actions,

channel technical activities toward the formation of

an agricultural policy, and draw up programs to

promote and regulate production regionally. The

paper emphasized that while the total growth rate in

the Cacm was 4% annually for the 1950-62 period,

and industrial growth was 5.3%, agricultural growth

was only 2.5% and this was mostly in export crops.

Although there is obviously much to be done in the

coordination of regional agricultural policies, regional

trade in agricultural products was up 36% in 1962

over 1961, and imports from outside sources fell 6%
from 1959 to 1962.

The market for processed U.S. food products in

the Cacm is somewhat restricted due to high tariffs

and transportation costs. Although many U.S. brands

are found on the shelves of the 12 or so large super-

markets and many small stores, less than 2 million

consumers have sufficient income to shop in these

stores.

Several U.S. brands now being sold are being re-

placed by similar products made in the Cacm under

licensing agreements with U.S. food processors. Local

food-processing plants are also beginning to compete

with U.S. products. While quality control is lacking,

lower prices can be offered on locally processed items.

Unfortunately, most manufacturers continue to offer

their products on a high mark-up/low-volume basis,

resulting in limited market coverage.

Certain U.S. agricultural and food-product imports

such as dietetic foods, specialty foods, live animals,

and dry milk will continue in spite of high duties

and local diversification. The real opportunity for the

U.S. businessmen, however, lies in joint ventures with

Central American capital to develop the food industry

within the Cacm.

Wheat and Wheat Flour. Central America imports

substantial quantities of wheat, $7,813,000, or 12.6%

of total food imports in 1962—up 4.9% from 1959.

The U.S. share, 86.4% in 1962, in certain years rose

as high as 98.6%, depending on world market prices.

Canada is the major competitor for wheat sales.

The increased importance of wheat imports is di-

rectly paralleled by a decrease in the import of wheat

flour, $8,457,000 or 13.7% of the group total in 1962

—down 4.4% from that in 1959. The United States

supplied $4,130,000, or 48.8% of the 1962 wheat

flour imports. Imports of all but specialty wheat flours

will probably continue to decline as local milling opera-

tions expand.

Fruits and Vegetables. Fresh, dried, and preserved

fruit and vegetable imports amounted to $8,336,000

in 1962, or 13.5% of the group total. The U.S.

share of this import market decreased from 71.5%
in 1959 to 26.5% ($2,208,000) in 1962. U.S. market

losses in this area appear to have resulted mainly from

increased intraregional trade of the Cacm countries.

Animal Feedstuffs. Animal feedstuffs, of which

79.7% were imported from the United States in 1962,

totaled $3,028,000, or 4.9% of the food group.

Breeding, beef, and dairy cattle, hatching eggs and

baby chickens, and hogs for breeding are another

important group of imports. The majority of these

animal imports are supplied by the United States for

agricultural-improvement programs sponsored by the

individual Government Agriculture Departments and

various technical agencies. These stock-improvement

programs should increase the level of imports of

breeding animals in the next few years.

Mineral Fuels, Lubricants

Imports of mineral fuels, lubricants, and related

materials in 1962 amounted to $42,462,000, or 7.7%

of total Cacm imports, of which the United States

supplied $8,183,000, or 19.3% of the group total

(table 14).

Petroleum products, including aviation fuel, kero-

sene, diesel oils, lubricating oils and greases, paraffin,

petroleum jelly, pitch, resin, and petroleum asphalt,

constituted 85.6% ($36,367,000) of the group total,

of which the United States provided $7,831,000, or

21.5%.

Other than crude oil, blending agents for mixing

gasoline and lubricating oils are the leading imports.

The United States is the major supplier of lubricating

oils and greases, paraffin, petroleum vaseline, and

pitch, resin, and petroleum asphalt.

Gasoline imports are now declining with the recent

establishment of five oil refineries—two in Guatemala

and one each in El Salvador, Nicaragua, and Costa

Rica. Only Honduras, so far, has no refinery. Auto-

motive gasoline and bunker fuel are produced from

crude oil imported principally from Venezuela.

Oils and Fats

Imports of animal (including fish oils) and vege-

table oils and fats in 1962 amounted to $7,009,000—

up 157% from 1959. This increase occurred as a
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result of intraregional trade, however, and imports

from outside sources declined 31%. The United

States supplied $4,146,000, or 59.2% of 1962 im-

ports (table 14). In the same year, animal oil and fat

imports amounted to $3,112,000 and vegetable oil im-

ports amounted to $3,134,000. The United States sup-

plied 98.6% of the animal oils and fats and 25.9%

of the vegetable oils—up 10.5% from 1959.

Vegetable-oil production and refining operations are

expanding throughout the Cacm. Production of cot-

tonseed oil is expanding rapidly with the increase in

cotton grown for export. El Salvador is a major sup-

plier within the area of hydrogenated oils and cotton-

seed oils. Imports of sesame seed and cottonseed from

the United States are mainly for planting purposes.

Local production of vegetable oils, including coco-

nut and cottonseed oils, as well as shortening and

margarine does not always meet market demands;

those products are imported according to requirements.

Olive oil is imported mainly from Spain and Italy,

linseed oil from the Netherlands and the United King-

don, and soybean oil from the United States. Greater

self-sufficiency can be expected in vegetable-oil pro-

duction with increased agricultural diversification.

Importing of animal oils, mainly those used for in-

dustrial purposes, has increased slowly with the cor-

responding requirements of local manufacturing. Major

imports are cod liver oil and beef tallow for industrial

uses. The United States has retained its share of im-

ports in this group and supplies most of the two

principal items.

Inedible Crude Materials

Imports of inedible crude materials in 1962
amounted to $7,628,000, of which the United States

supplied $3,202,000, or 42%—up 3.5% from 1959

(table 14).

The large variety of items in this category make it

difficult to evaluate the market trends. For example,

Guatemala imports a large quantity of crude rubber

for use in its tire and tube plant, while the other four

countries use only small quantities of crude rubber.

Planned improvements in Guatemala's rubber planta-

tions and processing operations are expected to reduce

these imports severely. Should a tire plant be installed

in Costa Rica, however, as presently projected, a new

market will develop.

Imports of iron and steel scrap, principally from

the United States, are heaviest in El Salvador which

has an electric arc furnace, and will increase if any

similar installation is introduced elsewhere in the area.

Nonmetallic mineral imports are also relatively impor-

tant with refractory clay and salt imports from the

United States and unrefined sulfur from Mexico and

the United States leading in importance.

A substantial amount of textile fibers, both cotton

and synthetic, are imported. The United States sup-

plies oilseeds—cottonseed and soya—and with the

Netherlands, a wide variety of bulbs, tubers, and rhi-

zomes.

Beverages and Tobacco

Imports of beverages and tobacco in 1962 amounted

to $4,962,000—down from the 1959 imports of

$5,729,000 (table 14). Likewise, imports of these

items from the United States fell from $2,161,000 in

1959 to $1,547,000 in 1962. Beverage imports, prin-

cipally alcoholic, were nearly 60% of the group total.

Table wines and distilled liquors, principally whisky,

were the most important beverage items imported.

Only token amounts of beer and nonalcoholic bever-

ages entered the Cacm.

Italy, Spain, France, and Guatemala were major

wine sources, while the United States supplied only a

limited quantity. The U.S. wines, many of which are

of excellent quality, could probably compete in this

area, if properly merchandised. The United Kingdom

and the United States supplied the bulk of whisky

imports.

Tobacco imports, principally raw tobacco for local

production, amounted to 40% of the group total. The

United States supplied the bulk of raw tobacco imports

in 1962. Tobacco-growing projects in Honduras and

Guatemala, however, have furnished both local and

regional industry. For example, El Salvador im-

ported more raw tobacco from Honduras than from

the United States. Small quantities of U.S. made

cigarettes and other tobacco manufactures are con-

sumed annually.

Certain U.S.-brand cigarettes are being produced

under license arrangements or by local subsidiaries

and a considerable quantity of Honduran cigarettes

was exported to El Salvador in 1962. As the Cacm
duty-free trade of regionally produced products con-

tinues to expand, third-country imports of all but raw

tobacco will undoubtedly decrease.
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Chapter IV

1j eaders IN promoting the economic integration of

Central America have consistently emphasized the

importance of encouraging and protecting local capital

investment and stimulating joint ventures with for-

eign capital. The principal legal instruments affecting

Cacm industrial policy are the treaties covering free

trade, the common import tariff for articles originating

outside the region, uniform fiscal incentives and its

first protocol, the status of integrated industries, and

the special system of production promotion.

The treaties governing free trade, tariff equalization,

and the integrated industries are in effect although

various protocols and regulations make them progres-

sive in nature. It is anticipated that the contracting

countries will take the necessary steps to place in

effect the uniform fiscal incentives, the special tariff

system, and the first protocol governing integrated

industries. The countries are also pledged to enact

regulations governing fiscal incentives and regulations

governing products of assembly industries.

The basic institutions shaping the industrial policy

of the region are Cabei and Central American Institute

of Industrial Research and Technology

—

Icaiti. Cabei

was established in 1961 and Icaiti in 1955. The re-

sponsibility for the administration and application of

the existing treaties and agreements is assumed by

SlECA.

With this group of legal and institutional instru-

ments, the Governments seek the joint industrialization

of their economies within a single regional system.

The regional approach will help correct the deficiencies

in individual industrial policies, particularly as regards

uniformity, and the lack of resources channeled toward

industrialization.

A joint communication of Ecla and SlECA, dated

January 14, 1964, listed the basic industries con-

sidered for the industrial development of Central

America (see page 64). While this list included

items already being produced, such as tires, and

products for which industrial facilities are already

planned, such as sulfuric acid, it is a valuable guide to

the direction of future planning.

A declaration of attitude toward foreign investment

in the Cacm by delegates of chambers of commerce,

associations of industrialists and others, under the

auspices of the Federation of Central American Cham-

bers of Commerce and Industrial Associations —

Climate for Fo

Fecaica, expressed the prevailing attitude of the

private sector. At the outset of the meeting, held

April 6-8, 1964, there seemed to be a desire on the part

of some delegates to restrict foreign capital entering

Central America. However, the final resolution speci-

fies the necessity of admitting foreign investment

—

subject to regulations. ".
. . Direct or indirect foreign

capital investment is necessary to complement Central

American savings, and in this manner obtain a more

vigorous economic development of the area. Private

Central American enterprise is convinced that invest-

ments to meet the requirements of the Central Ameri-

can common market shall be obtained to the greatest
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possible extent by merging direct foreign investment

with local capital."

The following recommendations were listed as guides

for future investments:

1. Direct foreign investment shall be unrestricted in

the area; however, for the sake of national interest,

certain activities should primarily be restricted to the

State or to national investment, in accordance with the

respective constitutional rules.

2. The governments will abstain from granting in-

centives to foreign investors who unnecessarily endan-

ger the stability of established firms, and will endeavor

to direct those investors toward new activities.

3. In no case shall Central American investors be

put at a disadvantage compared with foreign investors.

4. When granting benefits or incentives to firms in

accordance with the industrial development laws, the

extent of participation of Central American capital

must be taken into consideration.

5. A fiscal policy to stimulate reinvestment shall be

recommended in order to avoid excessive export of

profits by foreign firms.

6. Foreign firms located in the area shall make

maximum use of Central American labor and shall

train it to become skilled. There shall also be more

participation of Central Americans in the administra-

tion and management of the firms.

7. Since financial resources are limited in Central

America, it is advisable to establish priority in its use;

consequently, state or regional financial institutions

shall give preference to Central American investors, as

foreign investors are in a more advantageous position

to obtain financing from private sources.

8. Assembly plants utilizing imported parts shal

progressively manufacture the parts.

Investment Promotion

The generally favorable climate for foreign invest-

ment has developed into an intense competition among

the members of the Cacm for new industry entering

the region. El Salvador and Nicaragua, the first to

establish aggressive agencies to promote industrial

development, have attracted more new industry than

have the other 3 countries. They were also the first to

establish New York City branches of their develop-

ment offices. A list of industrial promotion offices

active in the region is included as Appendix C.

Competition between the individual countries is

costly in terms of promotional expense and wasted

energy. It is also probable that certain of the indus-

tries being or to be founded are introduced with

questionable economic justification. The overall com-

plicating factor, under current conditions, is the lack

of communication between the individual development

offices. The potential investor has no assurance that

the same type or a similar type venture is not being

introduced in another of the countries. The need for a

central clearinghouse of information on industrial

development is clearly indicated.

The major responsibility for this central control is

vested in Cabei. Other organizations contributing to a

regional orientation of industrialization are Sieca,

Icaiti, and the U.S. AID Regional Office for Central

America and Panama (Rocap).
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Cabei's Board of Directors created an Industrial

Development Division in July 1963. During 1964, an

Industrial Promotion Department was created under

the Industrial Development Division, and offices were

opened in Tegucigalpa with a liaison office in Guate-

mala City. Projected planning includes a Central

American Industrial Promotion Center in New York

City under the direction of Cabei, but supported

jointly by the 5 countries, Cabei, and Rocap.

The promotion center would consist of a central

office and display area representing the region as a

whole, and providing common administrative and

audiovisual services for individual country promotion

offices physically located within the Center. Thus the

advantages of convenience to the potential investor

and the economies of centralization would be com-

bined with the exhibition of existing industrial facili-

ties.

Until such time as the regional approach is operat-

ing effectively, the primary responsibility for industrial

development must remain with each of the Central

American republics. Therefore, a foreign company

holds a certain bargaining advantage (assuming other

conditions are equal) so far as its ability to shop for

favorable terms. However, when the uniform Central

American fiscal incentives law becomes operative, indi-

vidual firms may elect to continue under the national

laws or they may seek reclassification and possibly

better terms under the regional law.

Over 67 feasibility and economic studies have been

collected in a Catalog of Investment Information

Opportunities, May 1965, by AID. Many of these

studies include information on the market, total capital

requirement, projected annual sales, production, fi-

nance, profitability, manpower, location, and other

relevant data. Certain of these data have also been

coded on cards so that only those of particular interest

need be consulted. For example, opportunities for

manufacturing machinery, except electrical, Standard

Industrial Classification (SIC) Code, Major Group 35,

in Central America may be selected. The selection

may be further refined to two Central American

countries where annual sales would be over $1 million.

Firms or individuals wishing to examine the catalog

may do so at the nearest U.S. Department of Com-

merce Field Office. Additional sets of the catalog are

available at AID's Office of Development Finance and

Private Enterprise, Washington, D. C, and at the U.S.

Department of Commerce, Bureau of International

Commerce, American Republics Division, Washing-

ton, D. C. Partial sets may be viewed abroad in each

U.S.-AID Mission.

Type and Extent of Foreign Investment

The increase in interest and the resulting increase in

new investment in the Cacm stems from three sources:

(1) National government promotion efforts, (2) for-

eign company initiative, and (3) local company efforts.

While investments in certain basic large-scale indus-

tries such as oil refineries and mining operations tend

to remain foreign owned, a multitude of joint-venture

investments are blossoming under regional develop-

ment.

A recent Harvard Graduate School study 1 reports

the following five categories as being typical of ar-

rangements between local and foreign parties in Central

America (listed in order of ascending financial com-

mitment by the foreign partner) :

1. Pure licensing.

2. Joint venture with nominal foreign participation

in ownership.

3. Joint venture with substantial foreign participa-

tion in ownership.

4. Merger.

5. Purchase of a local business.

1 "Management Problems and Opportunities for Management Training in

Central America,"' Harvard Graduate School of Business Administration.

December 1963.

DIVERSIFIED INDUSTRY in Costa Kica includes this plan! which

employs U.S. "Delia-Lock" manufacturing process.
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There are a number of advantages which accrue to

both the local party and the foreign investor in a

joint venture. The foreign investor is usually seeking

a way to protect an export market, to gain entrance

into a new market, or to avoid the difficulties of late

entrance into a common-market arrangement. He may

also think that a temporary monopoly position can be

attained by being the first producer in the common-

market region.

The foreign investor's advantages are those given

above as reasons for entry into the market, and those

arising from concessions granted under industrial in-

centive legislation and joint financial support. In

addition, identity as a local concern can result in both

public and government support. Any existing facilities

such as marketing arrangements, consumer product

acceptance, or managerial abilities may be listed as

possible advantages.

Local partners in a joint-venture agreement are most

likely to profit from the resources normally available

to a sophisticated large industry. These would include

technical assistance, brand name rights, financial sup-

port, entrance into a new market, and many others. A
joint venture may also protect a local partner against

the encroachment of his traditional market by other

foreign investors.

While any ownership combination is possible under

joint ventures, such ventures in the Cacm tend to fall

into recognizable patterns. It is easy to understand

that both parties might fear loss of managerial control.

This is especially true on the part of local businessmen

who are expanding an existing installation and on the

part of foreign businessmen who have not had inter-

national investment experience or who are entering

a new area of the world. These problems, if freely

discussed in advance, can be reduced if not eliminated.

One of the more frequent arrangements found in

the Cacm is an ownership division centering near the

50-50% point. In El Salvador, for example, in order

to qualify for classification under the fiscal incentives

law, it is necessary that 51% of the ownership be

Salvadoran, although specific exceptions have been

negotiated with the Government. However, the Central

American fiscal incentives law which ultimately will

supersede the Salvadoran law does not contain this

requirement.

In some instances, the foreign partner has acquired

only a 5 to 10% share in the joint venture. This

arrangement is just one step above a pure licensing

agreement. It does have the advantage, however, of

creating greater interest with, and placing greater

responsibility on, the foreign investor. Local partici-

pants may then have access to additional technical,

managerial, marketing, and financial sources.

When private local capital is unavailable, Govern-

ment industrial promotion agencies and industrial

banks often provide capital for joint ventures. The

participation held by the institutions is then usually

offered for eventual sale in the form of stocks to local

or regional investors. Although a well-organized se-

curities market is not yet operating in the Cacm, the

first stock-exchange company, La Bolsa de El Salva-

dor, was formally incorporated in January 1964.

Many of the advantages of a joint venture may

be applied to licensing, merger, and wholly owned

foreign investment.

It is difficult to secure reliable and complete statis-

tics regarding direct foreign investment as total for-

eign investment is not reported by several of the

countries. However, the latest available U.S. direct

investment figures, as reported by the Office of Busi-

ness Economics, U.S. Department of Commerce, were

as follows, in millions, by year: Guatemala, $122

(1963); Honduras, $105 (1963); Costa Rica, $63

(1962); El Salvador, $31 (1959); and Nicaragua,

$18 (1959).

Formerly, U.S. investments were made primarily

in banana plantations and related transportation and

export facilities. The fruit companies have also

branched out into other agricultural activities, includ-

ing the cultivation of abaca, cacao, African oil palms,

and—particularly in Honduras—a variety of other

activities, such as breweries. Non-fruit company in-

vestments that have been important to the development

of some of the countries are principally those in public

service railroads (Guatemala and El Salvador) and

electric power. Other fields that have attracted invest-

ment include telecommunications, lumber exploitation,

gold and silver mining, petroleum distribution, and

banking and insurance.

Recent U.S. investments have been made in manu-

facturing. Oil refineries have been built in Guatemala,

El Salvador, and Nicaragua, and still another oil re-

finery is under construction in Costa Rica. Fertilizer

is being produced by complementary plants in Costa

Rica and El Salvador. Other large investments in-

volving U.S. money include tires and men's shirts in

Guatemala, a wire and cable factory in El Salvador,

soluble coffee production in Nicaragua, and pesti-

cide production in Costa Rica. Examples of non-

manufacturing investments are the proposed nickel

mining operation in Guatemala and the proposed re-

frigerator assembly plant in Nicaragua.
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Industrial Centers

Industrial centers in the Cacm countries historically

have been located in or near the capital cities. In

many instances these areas or nearby areas were the

only locations which offered the necessary facilities

such as surface transportation, international air trans-

portation, adequate water and electrical supplies, and

a source of skilled labor. Additionally, the capitals,

as seats of government, have attracted the banking

and other commercial facilities so important to indus-

trial activity.

As a result, the major portion of Central American

industry remains concentrated in or near the capitals.

The main exception to this is the Honduran north

coast city of San Pedro Sula which is more heavily

industrialized than is the capital, Tegucigalpa.

Increased interest has been shown in the establish-

ment of industrial parks. Both Costa Rica and Guate-

mala have already established such industrial sites

with at least a part or all of the facilities considered

standard. However, to date only a few industries have

located in these two sites.

In 1964, the Stanford Research Institute completed

a study entitled, An Industrial Park Development Pro-

gram for Central America. This study, prepared for

CABEI. suggests a comprehensive industrial park pro-

gram consisting of six separate industrial parks con-

sidered most likely to be viable enterprises. If these

parks are ultimately built, small-sized industries can

take advantage of certain economies, such as the ready

availability of water, electric power, transportation,

construction facilities and other services, which will

allow them to operate on a more competitive basis.

The same economies accrue to the community which

must provide these services.

Costa Rica. Decentralization of industry in Costa

Rica has taken place to a limited degree. The Pacific

port of Puntarenas has gained a slaughterhouse and

a fertilizer plant; a sulfuric acid plant and oil re-

finery are under consideration for the Atlantic port

area near Puerto Limon.

Three areas near San Jose are attracting industry:

La Uruca, El Zapote, and a site just south of San

Jose. An industrial park was established in 1963 near

El Alto on the Pan American Highway leading to

Cartago. A U.S. privately owned industrial park at

Ochomogo contains 75 acres for development on a

phase basis. The industrialist may purchase sites or

contract for construction on a lease-purchase basis.

The Costa Rican National Housing Institute, through

its City Planning Department, contemplates an addi-

tional industrial park to be established by the Costa

Rican Government.

El Salvador. Recently, there has been a shift of

industry from downtown San Salvador to the highway

leading from the center of the city to Ilopango Airport.

Additional construction in the area near the airport

may include an industrial park, bonded warehouses,

and a free port. The free port depends on Cacm
agreements covering such installations.

The port of Acajutla, since modernization in 1962,

has begun to attract new industry. A fertilizer plant

and an oil refinery, already constructed, are probably

just the beginning of a small industrial complex.

A smaller number of industries have located in

Santa Ana, the country's second largest city, and in

Santa Tecla.

Guatemala. While most Guatemalan industry is still

located within the perimeter of Guatemala City, a meat-

packing plant, a textile mill, and a food-processing

plant, have been built along the Atlantic Highway lead-

ing from the Capital to the Pacific ports. A cotton-

spinning plant was recently inaugurated in Antigua.

the first large industrial installation in that city.

The "El Modelo" industrial park located at Escu-

intla, 34 miles southwest of Guatemala City, contains

311 acres for lease or purchase, and provides ample

water and sewerage facilities, and electrical power.

"El Modelo" is owned by Empresa Electrica de Guate-

mala, a subsidiary of American and Foreign Power

Company.

Honduras. Tegucigalpa is the commercial center of

Honduras while San Pedro Sula is considered the in-

dustrial center of the country. Such industry as exists

in the Capital tends to locate on the outskirts of the

h;

OPENING THE VALVE. Helmeied worker at Esso installation in

Managua, Nicaragua—the country's first refinery.
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MODERN PORT FACILITIES at Acajutla in El Salvador help to facili-

tate prompt shipments of goods to the CACM.

Capital or in its twin city, Comayaguela, separated

from Tegucigalpa by the Choluteca River, but politi-

cally a part of the Capital.

The termination of the Western Highway which

connects San Pedro Sula and the Pacific port areas

to Salvadoran and Guatemalan markets will give added

impetus to the Pacific area as an industrial center.

Also during 1964, electric power from new sources

was brought into this area.

Nicaragua. Managua, Masaya, and Tipitapa (the

latter two in Managua's area of influence ) are the

centers for commerce and industry in Nicaragua.

Here are located one-third of all important industries,

which contribute over one-half of the value added by

manufacturing.

A rapidly growing area of importance is the China-

dega-Leon-Corinto region. A good highway from the

capital, the rapid boom in cotton growing and ginning,

and the improved port facilities at Corinto have at-

tracted new industrial installations.

A 1961 study prepared by the Nicaraguan National

Planning Office with the collaboration of Anatole A.

Solow. AID Planning Advisor, recommended the estab-

lishment of an industrial park in the Managua metro-

politan area. Thus far, no industrial park has been

established.

Status of Foreign Business

Only minor restrictions limit the fields of endeavor

which foreigners may enter within the area. For-

eigners and foreign-owned companies are generally

accorded the same rights and privileges as nationals

and are expected to operate under the laws and regula-

tions governing national enterprises. Existing restric-

tions are not serious limiting factors for U.S. investors.

Foreigners are excluded from few business activities

by outright prohibitions.

Regulations which do inhibit foreign investment

usually concern the acquisition of land near country

borders, the percentage of national employees which

must comprise the work force, the percentage of pay-

roll which must be paid to nationals, and the percen-

tage of investment capital which must be national in

order for investors to receive concessions under incen-

tive legislation.

In Costa Rica. El Salvador. Guatemala, and Hon-

duras. 90% of the work force must be composed of

nationals. However, this does not include directors,

managers, and technical and supervisory personnel in

Honduras and Nicaragua. In Guatemala, the national

portion of the work force may be reduced to 80%
under authorization from the Government. Both El

Salvador and Costa Rica also make allowances for

special situations. Similarly, Costa Rica, El Salvador,

and Guatemala require that 85% of the total payroll

be designated for nationals, not including salaries of

directors, managers, etc. Again, special allowances

can be granted by the individual Governments.

In all of the countries, foreigners and foreign-owned

enterprises are subject to local laws and judicial pro-

cedures in connection with their activities. In certain

instances, as in Guatemala and Honduras, they must

expressly renounce any recourse to diplomatic inter-

vention on their behalf with respect to their business

activities.

Incentive Legislation

Each Cacm country enacted industrial incentive

legislation between March 1958 and January 1961. 2

These laws replaced already existing laws in all coun-

tries except Honduras, which enacted its first industrial

development law in 1958. The objective of this legis-

lation was to encourage the entrance or local creation

of new industry, especially that which was needed for

economic development and that which would not com-

pete with already existing industry. Byproducts of

increased employment, import substitution, and added

revenue from export operations were also sought.

The incentive laws of each country usually allow

for the granting of benefits to service industries but

2 Lockley, Lawrence C, Guide to the Central American Common Market,

Tegucigalpa. Honduras. 1963, p. 99.
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GRANARY GOING UP. Transshipments from this Salvadoran unit

will go to neighboring points in Guatemala and Honduras.

do not grant benefits for those industries engaged in

extraction of minerals, petroleum, or natural gas nor

to those in forestry and lumbering, fishing, agriculture,

or tourism. Concessions for investors interested in

these activities are usually granted under special con-

tract, under separate incentive laws or under precise

regulations such as those found in the individual min-

ing codes.

With the advent of the common market, it became

apparent that industry would tend to locate in the

country or countries offering the most generous fiscal

benefits. To prevent this, the Central American gov-

ernments adopted a uniform system of incentives for

industrial development. This instrument, The Central

American Agreement on Fiscal Incentives for Indus-

trial Development (Fiscal Incentives Agreement) was

signed in San Jose during July 1962. It has since been

ratified by four nations, but does not take effect until

all five nations have ratified and deposited their instru-

ments with Odeca.

Other protocols and agreements which relate specif-

ically to the establishment of industry in the Cacm

are the Convention on the Regime of Central American

Industries of Integration (Integrated Industries Con-

vention) signed in Tegucigalpa in June 1958. The

provisions of this convention were later incorporated

in chapter 6 of the General Treaty of Central Ameri-

can Economic Integration. Other agreements are the

Special System of Production Promotion which is in-

corporated in the first protocol to the Integrated In-

dustries Convention, and the Assembly Industries pro-

tocol ( not yet signed ) which is provided for under the

Fiscal Incentives Agreement.

Integration Industries

The Integrated Industries Convention, June 10, 1958,

declares that Central American integrated industries

are those which, in the judgment of SlECA, require

access to the Central American market to operate in

reasonably economic and competitive conditions by

reason of their size. Each country is to have one such

industry before any country is entitled to a second.

The Convention entered into force upon deposit of the

fifth ratification on September 23, 1964.

The products of industries or plants certified as

regional are to receive free access to the whole com-

mon-market area. Similar products of noncertified

industries or plants would enjoy successive reductions

in import duties of 10% annually, so that within 10

years they too would have free access to the common
market. However, the General Treaty of Central Amer-

ican Economic Integration of December 1960, had al-

ready eliminated intra-country import duties on a vast

number of items originating within the Common Mar-

ket. In other words, free trade already enjoyed by a

specific article may not be restricted by virtue of its

incorporation as a product of an integrated industry.

The first protocol to the Integrated Industries Con-

vention was signed in January 1963 and became effec-

tive in three countries on February 26, 1965, when

Costa Rica followed Guatemala and El Salvador in

depositing its ratification to the protocol. The proto-

col designated two Integrated Central American In-

dustries: caustic soda and chlorated insecticides, and

tires and tubes. Beneficiaries were to be the Ginsa tire

plant in Guatemala and the caustic soda and chlorated

insecticide plant now under construction in Nicaragua.

The protocol established privileges and obligations for

these plants such as: total investment; minimum ca-

pacity and articles to be produced; fiscal incentives;

protectionist tariff system; guarantees of quality,

prices, and supply; and conditions under which a sec-

ond plant could be established.
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U.S. EQUIPMENT has a heavy-duty role in cons/ruction of divided highway leading to Cosfa Mean airport.

Widely different interpretations of the monopolistic

provisions in the Integrated Industries Convention and

the first protocol already exist. Opponents declare that

if the Central American market will support only one

plant or industry in a given field, free market forces

will determine this. Because of the cumbersome ad-

ministrative machinery set up under the regulations

governing integrated industries, serious doubt is raised

as to whether this type of instrument is effective for

further industrialization of the region, and whether,

in fact, it is not actually counterproductive from the

consumer standpoint.

Special System of Production Promotion

The Central American governments incorporated in

the first protocol to the Integrated Industries Conven-

tion a special system of incentives for industrial pro-

duction. The industries to be classified under this

system are those which cannot be classified as inte-

grated industries.

This special system involves the establishment of

uniform protective tariffs. These duty rates would

be higher than those established in the Uniform Ex-

ternal Tariff, if already equalized, or generally higher

than those in effect in each country, if not yet equal-

ized. The plants applying for the protective tariff

must prove that regional production does exist and

that the total effective capacity of installations will

cover at least 50% of Cacm demand. The remaining

percentage would then be imported, with the payment

of duties at the common tariff or individual country

level.

The protocol designates industries producing sheet

glass, glass containers and bottles, handtools for arti-

sans, machetes, and electric light bulbs of all types as

those to receive special protection first. In September

1963, the incorporation of other industries under this

special system was studied, including sulfuric acid,

fertilizers, certain electric appliances, aluminum sheets,

and paper.

The special system was given its first application on

April 21, 1965, when a protective tariff went into effect

on the importation of the more usual types of electric

light bulbs. Protective rates on bottles' and machetes

are expected to be applied during 1965.

Fiscal Incentives for Industrial Development

The Fiscal Incentives Agreement is probably the

most important of the integration instruments insofar

as Central American industrial development is con-
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cerned. The agreement applies only to the manufac-

turing industry. No incentives are provided to indus-

tries engaged in extraction of minerals, petroleum, or

natural gas, providing services, or engaged in forestry

and lumbering, fishing, agriculture, or construction of

low-cost housing. For the construction of low-cost

housing, duty concessions may be given for construc-

tion materials when Central American substitutes are

not adequate in quality, quantity, and price.

Eligible for benefits under the Fiscal Incentives

Agreement are those firms which "utilize modern and

efficient processes of fabrication in transformation of

raw materials and semimanufactured products, produce

articles necessary for development of other productive

activities, satisfy basic needs of the population, replace

articles being imported in considerable quantities, or

increase the volume of exports." The benefits these

firms receive will be determined by their contribution

to economic development measured in value added to

the processed goods, utilization of national or regional

raw materials or semimanufactured goods, and the

use of other factors of production of Central America.

Enterprises which fulfill these conditions will be

classified in three groups.

In group A will be those firms which produce indus-

trial raw materials or capital goods or produce articles

of consumption, packaging, or semimanufactured prod-

ucts, provided that at least 50% of the total value of

the raw materials, packaging, and semimanufactured

products utilized are of Central American origin.

Firms in group B include those which produce

articles of consumption, packaging materials, or semi-

manufactured products; provide important net benefits

in the balance of payments; contribute a high value

added to products in the industrial process; and,

utilize entirely, or in a high proportion fin terms of

value), non-Central American raw materials, packag-

ing, and semimanufactured products.

Included in group C are those firms which do not

satisfy the requirements indicated for groups A and B
or which simply assemble, pack, cut, or dilute products.

Also classified in group C are those which produce

alcoholic and nonalcoholic beverages, manufactured

tobacco products and perfumery, cosmetics, and toilet

preparations (except soaps and dentifrices).

Firms in groups A and B also will be subclassified

as pertaining to new or existing industries. Classified

as new ones will be those which manufacture articles

not produced in the country or which are produced by

rudimentary methods of manufacture provided that the

firm "fills an important part of the unsatisfied demand

in the market of the country and introduces radically

different technological processes of manufacture which

change the existing structure of industry and lead to

an improvement in productivity and a reduction in

costs." All other enterprises not included above will

be classified in the group of existing industries.

Benefits include exemption from customs duties in

full or part for plant operation, including machinery

and equipment, raw materials, semimanufactured prod-

ucts, packaging, and industrial fuels other than gaso-

line. Benefits also include exemption in full or part

from income and profits taxes when income taxes in

the country of the recipient do not make this exemption

ineffective.

Exemption from taxes on assets and on net worth

payable by the firm or its owners or stockholders by

reason of qualified activities is also provided.

Fiscal benefits granted to firms classified in groups

A and B follow:

Group A Group B
Fiscal benefits

New Existing New Existing

Exemption from import

duties on:

Machinery and

equipment 10 yr. 6 yr. 8yr. 5 yr.

Raw materials,

semimanufactures,

packaging First 5 yr.,

100%,; next

3 yr.. 60%;
last 2 yr.

40%,

None First 3 yr.,

100%,; last

2 yr., 50%

None

Fuels, except gasoline.

.

5 yr. None First 3 yr.,

100%,; last

2 yr., 50%

None

Exemption from income

and profits taxes 8 vr. 2yr. 6yr. None

Exemption from taxes on

assets and net worth 10 yr. 4 yr. 6 yr. None

Source: International Commerce, March 18, 1963, U.S. Department of Com-

merce, Washington, D.C.

Only exemption from import duties on machinery and

equipment for 3 years is granted to firms classified

in group C.

The Central American countries agreed in the con-

vention to coordinate their policies of granting fiscal

privileges and exemptions to prevent "competitive dis-

parity" which obstructs or distorts Central American

trade.

Within 6 months of the entry into force of the agree-

ment, enterprises which are enjoying fiscal exemption

by virtue of national laws will have the right to be

reclassified. They will receive the classification due

them and will be granted the stipulated benefits minus

those which have been utilized under national legisla-

tion.
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FIBER INTO ROPE: Henequen is combed by machinery in an El

Salvador plant. (Photograph of Pan American Union.)

Only Honduras has yet to deposit its ratification to

this agreement. Eight days afterwards, the treaty

enters into force.

During March 1964, SiECA prepared a draft of the

regulations which are a necessary companion to the

agreement. These regulations must be adopted within

30 days from the date on which the agreement enters

into force. Therefore, the countries also agreed that

the adoption of the regulations should coincide with

the date on which the agreement enters into force.

Sieca confirmed that enterprises operating under

national incentive laws may keep the benefits already

conceded and furthermore, upon their request, equalize

them with those being received by enterprises in other

Central American countries.

Definitions of the terms used in the agreement are

contained in the regulations as are the procedures to

be followed by firms seeking benefits thereunder.

Assembly Industries

In the Fiscal Incentives Agreement, the signatory

states are committed to sign within 1 year a protocol

setting forth the conditions for the establishment of as-

sembly industries. This additional protocol will in-

clude: (a) The system of incentives to be applied to

these industries; (b) norms for regulating the inter-

change of assembly products within the Cacm; (c)

requisites and obligations governing assembly plants

in matters regarding production or utilization of parts

of regional origin; and (d) productive industries

which can be included under this regime. Until such

time as the protocol enters into force, assembly indus-

tries will enjoy duty exemptions on the importation of

machinery and equipment for 3 years.

Assembly industries are expected to foster the in-

stallation and development of complementary indus-

tries and to contribute to the substitution of imports.

The general criteria established in the Fiscal Incentives

Agreement for evaluating industries applying for

benefits will undoubtedly be utilized in the assembly

protocol. Additionally, overall plans for increasing

the percentage of regional components utilized or the

eventual transfer to a full manufacturing operation

will have a bearing on the incentives granted.

Individual Country Incentive Laws

The individual fiscal incentive laws which grant

benefits to new and existing industriy, as previously

stated, will continue to be important until such time

as the uniform law for fiscal incentives becomes effec-

tive. Moreover, these individual laws will continue
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INSTANT COFFEE PLANT in Guatemala fypifies new ventures in the Cenfral American Common Market. (Photo by IBEC.)

to govern the incentives granted to assembly indus-

tries, which are not included in the uniform fiscal

incentives legislation. The benefits contained in any of

these regulations are neither immediately nor auto-

matically available. The time required for negotiations

and the legal considerations involved require both

on-the-spot investigation and competent local legal

representation.

An English translation of the full text of each indi-

vidual law is available on loan from the American Re-

publics Division, Bureau of International Commerce,

U.S. Department of Commerce.

Costa Rica.—The Industrial Development Law, Sep-

tember 1959, 3 classifies industries as "new" and "estab-

lished." The term "new" refers to the product rather

than to the factory installation, and is defined to in-

clude those establishments which manufacture or

assemble commodities not produced in the country, or,

if produced, those which supply less than 10% of

national consumption. Other factors used as guides

include the industry's contribution to national income,

use of domestic raw materials, and the effect on agri-

culture, other industries, employment, and Costa Rican

financial participation.

Benefits which may be granted by the present law

include:

1. Up to 99% customs exemption for the importa-

tion of machinery, tools and equipment, fuels and

lubricants (except gasoline) for energy produc-

tion, raw materials, semimanufactured products,

and materials used for production and packaging.

2. Real estate tax exemptions for a 5-year period;

likewise, municipal tax exemption on industrial

installations, with municipality approval.

3. Central Government capital and profits tax ex-

emption for one-half the period other benefits are

enjoyed and 50% for the remaining period.

4. Export duty exemptions, if needed for foreign

market competition.

5. Income tax deductions for profits invested in

workers' housing and plant improvements.

Requests for application information and the grant-

ing of benefits must be submitted to the Ministry of

Industries. Mimeographed copies of the Regulations

governing the law are available, in English, from the

Ministry of Industries in San Jose.

El Salvador.—The Law for Industrial Promotion,4

January 1961, classifies industries as both "new" and

"existing," and grants benefits to those that are "neces-

sary" or "convenient" (useful). New industries are

considered to be those which produce goods not yet

manufactured in the country as well as those companies

which basically change their production capacity by

utilization of up-to-date machinery, equipment, and ad-

vanced production processes. All other industries are

considered as "existing" ones. Necessary industries pro-

vide goods for the satisfaction of fundamental necessi-

ties of the population, such as food, health, clothing,

and housing. Convenient industries, while not devoted

3 A Handbook of Facts for Persons Considering Investments. Imprent;

Nacional, San Jose. Costa Rica, 196,3.

4 Land of Investment Opportunities, Productivity Center, San Salvador,

fcl Salvador.
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to the satisfaction of basic necessities, are important to

the country's economy.

Benefits which may be granted according to the

combination of new/necessary or new/convenient in-

dustries include:

1. Up to 10 years' customs exemption for the im-

portation of construction materials used in plant

installation and workers' housing, the necessary

machinery, equipment, implements and parts,

raw materials, and other items used in produc-

tion.

2. Up to total reduction for 5 years and up to 50%
reduction for a second 5-year period of State and

municipal taxes on the capital investment and

profits, as well as establishment, production, and

sales taxes.

Existing/necessary and existing/convenient industries

will be exempt for a 5-year period from customs

duties on plant erection, and workers' housing, and

the necessary machinery, equipment, implements, and

parts.

A corporation, to enjoy the benefits of the law,

must have at least 50% Salvadoran capital. This

percentage, however, can be reduced under special

circumstances. Persons interested in the benefits of

this law must file their respective application with the

Department of Economic Promotion of the Ministry

of Economy in San Salvador.

Guatemala.—The Industrial Development Law of

October 1959 benefits manufacturing establishments

as well as enterprises engaged in the extraction of non-

metallic minerals; in mixing, assembling, recondition-

ing, and repair operations which either require sub-

stantial investment in machinery and equipment or

which provide well-paid employment on a continuous

basis or for at least 30 workers; and in providing use-

ful industrial services which entail a significant invest-

ment in machinery and equipment.

The law classifies industries as "new" and "exist-

ing." A new industry is defined as one which will

manufacture goods not produced in the country or

one which will provide a nonexistent service. Also

classified as a new industry is one that will produce

goods which are being manufactured inefficiently and

in insufficient quantities to satisfy local demand, or

that will provide a service where the existing one is

poorly managed. All other industries are classified as

existing industries.

The law provides the following benefits for new

industries:

1. Exemption for a period of 10 years from import

duties on construction material for erecting

plants, machinery and equipment and raw mate-

rials, fuel (except gasoline) and lubricants, and

containers and semifinished goods for assembly,

provided these items are indispensable and can-

not be obtained or substituted locally.

2. Exemption for 5 years, and a reduction of 50%
for the next 5-year period in income and other

tax obligations, including taxes on dividends and

other beneficial payments made to stockholders,

provided the stockholders are either exempt from

the payment of income tax to a foreign country

or such country has a tax treaty with Guatemala.

(There is no tax treaty between Guatemala and

the United States.)

The benefits provided for established industries are

similar but usually run for only a 5-year period.

Those interested in obtaining the benefits provided

by these laws must file an application with the Ministry

of Economy in Guatemala City.

During July 1964, the Guatemalan Government

modified the 1959 Industrial Development Law to

protect local industry from competition of similar

industries in neighboring Cacm countries. When a

Guatemalan industry can prove that a similar industry

in another Central American country is receiving

import duty exonerations for raw materials, semi-

manufactured products, and containers, and can prove

that these duty-free privileges are the determining

factor in placing it in a disadvantageous competitive

position, it will receive the same duty-free privileges

that have been granted its competitor. It will not be

necessary to undergo the long process of applying for

classification as a new or existing industry in order

to receive these benefits.

In another effort to protect local industry, the

Government passed a supplementary industrial law

designed to meet the needs of smaller industries con-

suming at least 50% Guatemalan or Central American

raw materials. Declared eligible for the benefits of

Decree-Law 170 of February 3, 1964, were handicraft

industries, existing industrial enterprises which may

or may not be classified under the 1959 Industrial

Development Law, and industrial production coopera-

tives.

Honduras.—The Industrial Development Law, June

1958, puts all industrial firms into three categories:

basic, necessary, and convenient. Basic industries are
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those dedicated primarily to the production of goods

or services which are indispensable to the establish-

ment of new or the development of existing industries

and which also contribute to the improvement of the

country's balance of payments. Necessary industries

are those dedicated to the production of goods and

services used to satisfy directly the vital needs of the

public or to raise the employment level of the country.

All other industries are classified as convenient.

The benefits granted industries in each of the three

categories depend on whether they are new or estab-

lished. New basic industries are accorded the maxi-

mum benefits, among which may be:

1. Exemption from income tax for a period of 5

years and a deduction in computing taxable

income for the subsequent 5 years of 75% of the

profits reinvested in the business.

2. A 5-year exemption from production and sales

taxes and the tax on capital invested directly in

the business.

3. Exemption from export duties.

4. Exemption from import duties on construction

materials for plant erection, workers' housing,

and machinery and equipment.

5. A 10-year exemption from import duties and

taxes on fuels and lubricants.

6. A 10-year exemption from import duties and

taxes on raw and other materials used in produc-

tion and packaging.

Established basic industries are given the same bene-

fits except for a decreased period of exemption. The

benefits are progressively reduced for necessary and

convenient industries.

Requests for the classification of an enterprise and

for the grant of the corresponding benefits must be

made to the Ministry of Economy and Finance in

Tegucigalpa.

SAN SALVADOR'S PACIFIC BASE of Acajufla is a port of call for cargo ships and home port for varied industry.
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Nicaragua.—The Law for the Protection and En-

couragement of Industrial Development, May 1958,

provides that industries are to be classified as basic,

necessary, or convenient. Customs and other benefits

are granted according to that classification.

Maximum available benefits are as follows:

1. Exemption from customs duties on building ma-

terials for plant construction and workers' hous-

ing, machinery, equipment, and accessories, fuel

and lubricants for generating power, raw mate-

rials, and semimanufactured articles used in pro-

duction and packaging.

2. Total exemption or reduction of up to 90% on

taxes on the establishment or operation of the

plant and on the production and sale of the

articles manufactured.

3. Total exemption from taxes on capital invested

directly in the plant.

4. Total exemption or reduction of up to 50% of

the tax on income derived from operation of the

plant.

Benefits granted to industries classified as necessary

are generally for decreased periods; benefits granted

to industries classified as convenient are generally

limited to exemptions from custom duties on building

materials, machinery, and equipment.

In order to receive the benefits of the law. foreign

investments need not have national capital. The execu-

tive branch may require, however, that national capital

be invited to participate, specifying the form such

offer is to take. The application for benefits must be

made to the Ministry of Economy in Managua.

Outlook for Foreign Investment

That the Central American Republics are determined

to improve their economies by industrial development

is evidenced by the many recent, rapid developments

within the Cacm. The creation of Cabei. the indi-

vidual industrial promotion efforts of several countries,

the recent establishment of local financieras (private

development banks ) . the drive for export diversifica-

tion, and the work being done by international agencies

collectively and separately create an improved atmos-

phere for foreign investment. This sense of activity

and enthusiasm is readily apparent among individual

businessmen, business organizations, and Government

officials.

The January 1963 EcLA study "General Status and

Prospects of the Economic Integration Program for

the Central American Isthmus" predicts an increase

in demand for manufactured products of over 100%
during the 1960-70 period. Moreover, this increased

demand would require a rise in regional domestic

production from $848 million to $1,828 million. In

order to meet this goal, foreign participation in the

industrial sector is necessary. Foreign investors have

shown their interest as evidenced in the new, often

large-scale, investments in each country. As each

country, and the region as a whole, gains additional

experience from successful, cooperative efforts, the

advantages of foreign investment, especially in the

field of joint ventures, will multiply the opportunities

for all parties.

While the investment climate is unusually favorable

in the Central American republics, both private and

government attitudes must be considered. The private

sector, represented by Fecaica, has recorded its desire

to admit foreign investment—subject to regulations.

A certain government-in-business attitude also exists,

and is readily observed in the large number of autono-

mous and semiautonomous government agencies. These

agencies are active in such operations as port manage-

ment in El Salvador and Guatemala, banking in Costa

Rica, and the telephone and telegraph in Nicaragua.
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THE OLD AND THE NEW. Truck freight hoy (that's today in the

words of a Spaniard) moves from one major city to another within

the Central American Common Market where men oyer, i. e., yester-

day, hawked their goods. Manana (every American knows that's

tomorrow) the cost per ton mile of truck hauling will decline even

further with continued improvement of the Inter-American Highway

and of feeder highways.

DIS
TRI
BU
HON
Chapter V

1 HE TRADITIONAL MARKETING PATTERN in Central

America which was built around 5 separate countries,

and around certain concentrated population areas

within each country, is rapidly changing. American

exporters and their salesmen or representatives must

be alert to increased competition, not only from tradi-

tional sources, but from new operations within the

Cacm. Both land and air transportation improvements

and the duty-free status now prevailing for many

products manufactured in the area have helped change

the situation. It is no longer surprising to find canned

foods produced in Guatemala on grocery shelves in

Nicaragua or shoes produced in El Salvador in a

number of different locations within the area.

In general, the changing distribution pattern has

resulted in the following trends in the area's trade

patterns: (1) A shift to common market sources of

supply for light manufactures, processed foods, and

other standardized industrial and agricultural items;

(2) an increase in the import demand for capital

goods and raw materials not produced in Central

America; (3) an increased demand for sophisticated

consumption goods that a rising standard of living will

permit but which may not be produced for some time.
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Facilities , Services,

Trade Practices

United States exporters will need reliable and ag-

gressive agents who are familiar with the changing

trade pattern and who can assist the exporter in meet-

ing the increased competition. Some individual ex-

porters will be adversely affected by Cacm develop-

ments—through loss of markets and from intra-area

competition—and may be unable to switch to other

product lines. While the small size of each market

formerly made it uneconomical to manufacture locally,

those who are adversely affected might well investigate

the possibilities which the 5-country market offers for

licensing or joint-venture arrangements.

Marketing Channels

The five capital cities as well as San Pedro Sula in

Honduras and one or two other population centers

continue to be the principal marketing and distribution

centers for imports. While this pattern will probably

continue, the establishment of free ports 1 will enable

exporters to ship to a central warehouse and operate a

central parts and service organization more easily.

Until free trade between Cacm countries or a free-port

system is developed on a regional basis, shipments will

continue to be made to the country of destination or to

1 Free zones and free ports will be subject to the dispositions of a special

Central American agreement, provided for in the text of the Uniform

Central American Customs Code of December 1963. The agreement must be

signed no later than 1 year from the date the Customs Code becomes effective.

a nearby port for bonded trans-shipment by land.

At present, in many cases no sharp line is drawn

in merchandising and numerous firms combine activi-

ties which in the United States are specialized. Thus,

a single firm frequently operates as an importer, whole-

saler, retailer, sales agent, and exporter, dealing in a

wide variety of unrelated items.

In El Salvador, for instance, less than 50 such firms,

plus a few that specialize in such fields as industrial

machinery or automotive equipment, handle the bulk

of Salvadoran imports, while at the same time per-

forming the major part of the wholesaling activities in

the country as well as selling at retail.

Although many firms combine these merchandising

activities, there are four principal types of import

channels: Import houses, commission agents, direct

importation by ultimate consumers, and branches or

subsidiaries of the exporter.

Import houses are frequently large and well fi-

nanced, and are able to import on their own account.

Some import houses will also agree to represent an

importer on a commission basis, which while leaving

the exporter with greater financial risk, at least allows

him the use of established distributors. Also, these

firms may have a network of branches or an extensive

sales force to canvass retailers and wholesalers. The

principal disadvantage to be encountered is that some

import houses handle too many lines or unrelated
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lines, and are unable to provide effective promotion

on all products.

The more common type of representation is the

commission agent. Here the exporter should seek a

well-qualified person who specializes in a small group

of similar but noncompetitive products. Some rep-

resentatives are too busy or too poorly prepared to

represent a product properly. An agency arrangement

offers the exporter the advantages of a specialist in a

given product line, control of the product, and the

right to demand vigorous representation. The prin-

cipal disadvantage is that the exporter must assume

the credit risk in the majority of instances.

Direct purchases by the ultimate consumer account

for a substantial quantity of imports. The relatively

large number of autonomous and semiautonomous

government agencies located in the individual Central

American countries and involved in transportation,

port operations, electrification, and communications

normally import directly under public bidding systems.

Additionally, major industrial enterprises, mining and

petroleum companies, and some government agencies

import directly. While any of these entities may send

buyers abroad or correspond by mail with firms

abroad, public bidding methods are more frequently

used.

The establishment of a local subsidiary or branch

obviously gives the greatest guarantee that the ex-

porter will retain control over the handling of his

product and assures him of efficient and aggressive

sales promotion. The considerable investment required

for this method can, however, be justified only on the

basis of sales volume or the need for local servicing

facilities or inventories.

Because no sharp line is drawn in merchandising

circles, wholesaling institutions have developed around

the importing business. Dr. L. C. Lockley, in his

Guide to the Central American Common Market, lists

five typical wholesale arrangements which prevail in

the area:

1. Exclusive distributorships which have developed

around automobiles, machinery, farm equipment, and

other individually high-priced merchandise;

2. Distributorships related to a processing step.

These include bottlers for various widely known U.S.

soft drinks;

3. Manufacturers' representatives (commission

agents) who carry no inventory but contribute to the

sale of technical products;

4. Representatives who have developed beyond the

wholesale function and have begun to assemble or

manufacture the products they formerly sold. Various

items which fu this description include paints, toilet-

ries, cosmetics, soaps, and some specialty food items;

5. Accredited agents who have been appointed in

order that a foreign salesman may operate within the

country. The accredited agent becomes the provider

of a legal address for the foreign salesman and a

depository to which orders may be sent. This system

is used by companies offering highly specialized

products.

There is a great need for additional, purely whole-

saling operations in the Cacm. One of the projects

sponsored by Rocap is the creation of a system of

wholesalers acting as commission agents for food

distribution on an intraregional basis. In order to

succeed, this project depends on the concept of in-

creased profits based on minimum markups and high

turnover of inventory—a concept which traditionally

has not been followed by wholesalers in the Central

American Republics.

Government Purchasing

Government purchasing offices exist in 3 countries—
Costa Rica, El Salvador, and Honduras. In Guatemala

and Nicaragua, foreign or domestic purchases are

handled by the individual agencies concerned, includ-

ing autonomous and semiautonomous agencies.

The basic policy in Central American government

procurement has been to handle bids on a strictly

competitive basis. As a general rule, the tendency

is to give preference to local products for the use of

Government agencies whenever domestic products are

of suitable price, quality, and purity.

None of the Central American Governments main-

tain purchasing agents or representatives in the United

States or elsewhere abroad. Whenever possible, the

United States Embassy in the respective country either

collects public bid forms or notifies the Department

of Commerce of the availability of public bid forms.

These bids are then listed in the Bureau of Interna-

tional Commerce weekly, International Commerce.

The Offices of the Air Military Attache, in the re-

spective Central American Embassies in Washington,

D.C. (see Government Representation, Appendix D)

do on occasion purchase some military equipment. In

general, however, United States firms interested in

responding to Government bids must maintain an

authorized representative in each country or comply

with the regulations contained in the bids as published

in International Commerce.

Costa Rica.—The Government Procurement Office

(Proveeduria General de la Republica) in San Jose
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CHICLE BAGGED FOR EXPORT. Teamwork in Guatemalan field supervised by young overseer. (Phoio courtesy of OFAR.)

is responsible for Government purchases in excess of

$750 each. Invitations to bid are published in La

Gaceta, the official gazette of the country, though some

material is acquired by direct purchase. Bids are

handled on a strictly competitive basis.

El Salvador.—-All Government purchases are han-

dled by the Government Procurement Office (Provee-

duria General de la Republica) and by the Public

Works Procurement Office (Proveeduria Especifica de

Obras Publicas), both located in San Salvador. The

latter handles invitations to bid on Government con-

struction projects and procurement by the Govern-

ment of construction materials for its own use and

that of municipalities. Invitations to bid by both

agencies generally are distributed to local manufac-

turers and manufacturers' representatives known to be

interested in them rather than published in the Gov-

ernment's official organ, the Diario Oficial, or in local

newspapers.

Guatemala.—Government purchases, with few excep-

tions, are made through competitive bidding. Calls for

bids are usually issued by the individual Government

agency involved, although the President may permit

contracts and purchases not exceeding $10,000 to be

awarded without the usual formalities of competitive

bidding.

Purchases of foreign products will be permitted only

when these products are not manufactured in Guate-

mala or when Guatemalan products do not meet the

requirements. Products of other Central American

countries will have priority over those of other foreign

manufacture under equal conditions.

Tenders on the purchase of merchandise and the

execution of construction work will be limited to those

submitted by authorized and registered persons, ac-

cording to bidding regulations issued by the Guate-

malan Government in 1960.

Honduras.—Foreign and domestic purchases are

handled by the Government Procurement Office (Pro-

veeduria General de La Republica) in Tegucigalpa.

The Government purchasing agency also supervises

maintenance of inventories in the various agencies

and also has responsibility for property disposal. All

companies or individuals who wish to submit tenders

must be registered to carry out such activity in the

country.
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Nicaragua.—Government purchasing is decentral-

ized with each individual Ministry handling its foreign

and domestic purchases through competitive bidding.

The number of bids which reach the United States

through normal channels is limited, and the services

of a local representative who can follow both Gov-

ernment and agency tenders appears imperative.

Market Research

The U.S. concept of market research which includes

market surveys, consumer preference panels, adver-

tising, pretesting, pretest promotion plans, label and

package studies, and a wide variety of other opera-

tions does not exist in Central America. Moreover,

adequate facilities for market research are almost

nonexistent.

The lack of specialized market information was not

felt as strongly prior to the increase in intraregional

trade brought about by the Cacm. Previously, and to

some degree currently, most sales were made in a

producer's market. Poor and expensive transportation

facilities, protection of industry by individual govern-

ments, tacit or overt agreements on price, market

quotas, and territories contributed to a small market

with little risk involved.

Most of the present market research is based on im-

port statistics that at best reflect only current consump-

tion habits. Central American businessmen who do

understand the value of market research, advertising,

and training of salesmen are often forced to hire out-

side consultants.

The great influx of foreign investment and the

increased intraregional trade have caused the picture

to change. Foreign companies from United States

and others elsewhere are introducing new concepts of

market research. New service organizations are being

created as part of existing advertising organizations

or because of recent U.S. purchases of existing orga-

nizations.

Advertising

Most international exporters and agencies funnel

their advertising through local agencies or interna-

tional exporters who use affiliated agencies in the

region. The old. inefficient system of placing adver-

tising directly from New York, Mexico City, or London

proved wasteful, and has been almost entirely aban-

doned. Thus, while it has not yet reached maturity,

the advertising agency business in Central America

is coming on with a rush, and looks to an even broader

TO MARKET, TO MARKET Nicaragua's largest supermarket does a volume of about $2 million a year.

42



role in economic development through the Central

American Common Market.

There are just over 20 advertising agencies in

Central America which offer, with variations, the basic

services. Of these, only a few can provide market

advisory service, although all are aware of its need

and are trying to improve their capability in this area.

Data regarding annual advertising expenditures are

not available for Central America, but the recently

founded Central American Federation of Advertising

looks upon the compilation of advertising statistics as

one of its most important jobs. A market research

organization was established in Costa Rica and is

involved in various assignments throughout Central

America. Additionally, during 1964, a major U.S.

advertising firm purchased several local advertising

firms whose services it plans to expand.

Television has been introduced throughout Central

America and has effectively aided both the develop-

ment and improvement of the region's advertising.

Each country has two television stations, with the ex-

ception of Nicaragua which has only one. Radio con-

tinues to be used widely in each of the countries, par-

ticularly by those producers of consumer goods who

are interested in mass penetration. Between 40 and 50

radio stations operate in each country. Newspapers

are considered a vehicle that offers brand identifica-

tion and lasting audience impact. There are 32 major

newspapers in Central America with a combined cir-

culation of nearly 500,000.

Trade publications are not yet important enough

to warrant a significant share of annual advertising

expenditures. Direct mail advertising has also been

used sparingly to date. Outdoor advertising has ex-

panded in the past five years, despite limitations on

billboards in some nations. Other means of advertising

include posters, electric signs, mobile loudspeaker

units, movies, and window display.

Credit Information

All commercial banks in Central America furnish

credit information on an exchange basis and free of

charge to banking and credit entities abroad. Inquiries

by individuals should be made through their com-

mercial banks.

The U.S. Department of Commerce through its

World Trade Directory Reports has an extensive and

up-to-date file on the financial standing of numerous

Central American business concerns. These reports,

available at $1.00 each, include such data as type of

organization, sales territory, lines of goods handled,

MARKETING. With modern equipment and large warehouses, the

port of Corinto, Nicaragua, distributes goods to Central America.

operation methods, size of business, capital, sales vol-

ume, trade and financial reputation.

Consumer credit information needed by retailers is

more difficult to secure in the individual countries.

There are no credit bureaus such as those operating

in nearly every city in the United States. However,

certain business houses and dealer associations have

made agreements to share credit information.

The credit data usually concerns poor rather than

good credit risks—a good credit standing does not

claim attention as in the United States.

Eximbank Insurance and Guarantees

Two programs are available to help U.S. exporters

extend short and medium-term credit on competitive

terms to customers abroad. One provides insurance
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issued by the Foreign Credit Insurance Association

(Fcia) and underwritten by insurance companies

which are members of that association and the

Eximbank. The other program, designed so that ex-

porters may seek nonrecourse financing from their

banks, consists of guarantees by Eximbank to commer-

cial banks or other financial institutions.

Fcia administers the insurance program, and the

risks covered by the insurance policies are shared by

Eximbank and Fcia. Eximbank insures all of the

political risks. The commercial risks are assumed by

Fcia member companies, subject to reinsurance ar-

rangement with Eximbank.

Insurance for products sold on short terms (up to

180 days) provides up to 90% protection against

credit risks and up to 95/^ against political risks.

FciA also offers medium-term insurance (181 days to

5 years), normally covering 90% for both credit and

political risks. In both short-term and medium-term

insurance, policies can be issued for political and

credit risks or just for political risks.

Credit risks include insolvency and protracted de-

fault. Political risks include currency inconvertibility,

cancellation or restriction of import license, expropria-

tion or confiscation, and loss due to war, revolution,

or civil disturbance. A rider, covering nonacceptance

of goods by the foreign buyer, is also available with

the insurance policies.

Eximbank guarantees of medium-term loans by

commercial banks to exporters may be used instead

of Fcia export credit insurance. To help provide such

financing—up to 90% of the credit without recourse

on the exporter—Eximbank provides guarantees to

commercial banks; the bank assumes the credit risk

on the early maturities of notes. As in the case of

insurance, Eximbank medium-term guarantees are

available in the form of advance commitments. Such

commitments are particularly important to firms which

must include financing provisions when bidding for

foreign business.

The medium-term insurance and medium-term

guarantees are alike in many respects. There is no

consistent cost differential or advantage between the

two, and many exporters investigate both channels.

Insurance premiums and guarantee fees vary accord-

ing to term and degree of risk in different markets.

Eximbank also provides guarantees for U.S. enter-

prises selling technical and engineering services

abroad. Goods shipped on a lease basis or on consign-

ment awaiting sale, or goods on exhibit at trade fairs

or the like may be covered against political risks.

These guarantees are available on a case-by-case basis.

The exporter may apply to Fcia for export credit

insurance direct or through his local insurance agent,

broker, or FciA-member company. Under the bank

guarantee program, the commercial bank applies di-

rectly to Eximbank. Details on the insurance pro-

gram can be secured from Foreign Credit Insurance

Association, 250 Broadway, New York, N.Y. 10007.

Information on the guarantee program can be secured

from the Export-Import Bank of Washington, 811

Vermont Avenue, NW., Washington, D.C., 20571.

Warehousing

Warehouses, particularly customs warehouses, are

inadequate in Central America. Public cold-storage

warehouses are practically nonexistent. The situation

has improved in recent years where new port develop-

ments have included enlarged warehouse facilities.

Ports which have recently been improved or enlarged

include the Pacific ports of Ajacutla in El Salvador

and Corinto in Nicaragua. A recent loan from Exim-

bank will improve the port of Matias de Galvez in

Guatemala.

Costa Rica.—Storage facilities, in addition to cus-

toms warehouses, include a Government-controlled and

Government-financed system, as well as a number of

private warehouses. Imported goods may be ware-

housed without payment of duty for a period not

exceeding 1 month, pending withdrawal for consump-

tion or for reexportation. Goods must be cleared and

duty paid within 4 months of arrival; beyond this

period they are liable to sale at public auction for

duties and charges.

El Salvador.—Warehousing facilities are somewhat

unsatisfactory despite a recent building program at

the port of Acajutla. Storage sheds are available at

the ports, but inland customs warehouses are inade-

quate for the expanding trade volume. Congestion

and its consequent delay in clearing shipments fre-

quently occur.

Guatemala.—Warehouses, particularly customs ware-

houses, are inadequate. Storage charges in customs

warehouses are periodically waived on the condition

that goods be removed within a stated time. Bonded

warehouses are operated in Guatemala City by the

Credito Hipotecario Nacional de Guatemala, a state

bank.

Honduras.—There are Government customs ware-

houses in all principal Honduran seaports as well as

at Toncontin airport near Tegucigalpa and at the San

Pedro Sula airport. All merchandise must be deposited

in them upon entry into the country. The only other
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EL SALVADOR HIGHWAY. The Central American Common Market emphasizes intraregional trade and presupposes suitable roads.

warehousing and storage facilities are maintained by

the fruit companies, by the trucking companies at

Potrerillos and at San Lorenzo (6 to 10 warehouses)

which serve the Pacific port of Amapala, and by large

retail stores.

Nicaragua.—The completely modernized and well-

equipped port of Corinto is a first-class asset which

includes large and impressive warehouses. Corinto

also has cold-storage warehouses, petroleum storage

tanks, and grain storage silos. The other ports are

not major distribution centers and have extremely

limited warehouse and storage space.

Trade Associations

The principal trade associations, chambers of com-

merce, and industrial associations of Central America

are represented by Fecaica, which was formed in

October 1961 to promote the industrialization of the

Central American Isthmus (including Panama) and

improve the standard of living and the social welfare

of the population. Fecaica meets periodically and

drafts resolutions relating to Cacm international

treaties, to economic integration and industrialization

of the countries, and other measures relating to the

unification of the national laws and regulations on in-

dustry, commerce, agriculture, weights and measures,

quality standards, census, labor conditions, import

and export taxes, communications, postal and telegraph

rates, and transit.

The Central American Chamber of Commerce in

the United States, New York, N. Y., is a nonprofit

membership organization incorporated in 1960 to pro-

mote better understanding, to foster friendship, and to

encourage increased commercial relations and tourism

between the United States and the six republics of the

Central American Isthmus. The membership consists

principally of individual businessmen and representa-

tives from various companies having economic ties

within the isthmus.

Each country has a local Chamber of Commerce

located in the Capital City. In El Salvador, Nicaragua,

and Honduras, the chamber is composed of both

industry and commerce representatives. A separate

Association of Industrialists also exists in El Salvador
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and Guatemala. The addresses of the principal trade

associations are listed in Appendix B.

Trade Practices

Consumer installment credit is now available at a

majority of retail sales outlets in the commercial cen-

ters of Central America, particularly those dealing in

household appliances, vehicles, and other hard goods.

Terms vary according to the type of merchandise, but

are generally similar to those common in the United

States. The widespread adoption of credit and install-

ment selling has produced a major change in the retail

business. Credit sales were infrequent 10 years ago.

Sears Roebuck and Co. in San Jose, for example,

attributes a large volume of business to its credit sys-

tem and reports good experience with credit sales.

Customary business hours are from 8 or 8:30 a.m.

to 12 noon, and from 2:30 or 3 p.m. to 5 or 6 p.m.

An increasing number of the larger firms close at noon

on Saturdays. Also, some Government offices are

adopting the 5-day workweek. Many commercial

travelers who may have planned only one day on their

itineraries for each major commercial center find that

the different tempo of business often requires addi-

tional time.

Spanish, the official language in each of the Central

American Republics, is also the preferable language

for correspondence. Commercial travelers will find

their business expedited if they are familiar with this

language: however, the principal local business houses

have English-speaking personnel. Catalogs, technical

literature, advertising, and labels should be in Spanish.

The metric system is official in each of the Central

American republics for weights and measures, but

certain Spanish weights and measures still are fre-

quently used locally and appear in official statistics.

The customary nonmetric units of weight are the

Spanish pound of 460 grams or 1.014 avoirdupois

pounds; the arroba of 25 Spanish pounds: and the

quintal of 4 arrobas or 100 Spanish pounds.

Units of length are the vara of 0.836 meter or 32.56

inches and the yarda of 0.914 meter or 36 inches.

Units of area are the square vara of 0.98896 square

meters or 7.5231 square feet and the manzana of

10,000 varas. 6.988.96 meters, or 1.727 acres. Units

of capacity are the cuartillo of 5 liters or 0.141887

bushel; the cajuela of 4 cuartillos; and fanega of

20 cajuelas.

Price controls are not widely used in Central Amer-

ica. Those controls which do exist are not burdensome

and often relate to the support of basic agricultural

SILHOUETTE OF PROGRESS: Expansion of power facilities and con-

sfrucfion of modern telecommunications system in Costa Rica is aided

by a World Bank loan. Here, a pump is hoisted aloft for use in a

hydroelectric project.
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commodities. Specific controls regulating the whole-

sale and retail prices of pharmaceuticals exist in

Guatemala and El Salvador. Authority to establish

price controls exists as public law in certain cases,

and the authority is usually vested in the respective

Ministry of Economy. However, little use of this

authority has been evidenced in recent years.

The traditional holidays observed in each country

are the following:

Costa Rica.—January 1, New Year's Day; March

19; Thursday, Friday, and Saturday of Holy Week;

May 1, Labor Day; Corpus Christi (variable) ; August

2 and 15; September 15, Independence Day; October

12; and December 8 and 25. However, for the pay-

ment of wages, only January 1, Holy Thursday, Good

Friday, September 15 and December 25 are regarded

as holidays.

El Salvador.—January 1, New Year's Day; Thurs-

day, Friday, and Saturday of Holy Week; May 1,

Labor Day; June 22; August 1 to 6; September 15,

Independence Day; October 12, p.m. only; November

2 and November 5, p.m. only; and December 14

and 25.

Guatemala.—The official paid holidays specified in

the Labor Code are January 1, New Year's Day; Holy

Thursday and Good Friday; the feast day of each

locality; May 1, Labor Day; September 15, Inde-

pendence Day; October 20; and December 25.

Honduras.—January 1, New Year's Day; Thursday,

Friday, and Saturday of Holy Week; April 14; May

1, Labor Day; October 3, Francisco Morazan Day;

October 12, Columbus Day; October 21; and Decem-

ber 25.

Nicaragua.—January 1, New Year's Day; Thursday,

Friday, and Saturday of Holy Week; May 1, Labor

Day; September 14-15, Independence Day and the

anniversary of the Battle of San Jacinto; and Decem-

ber 25. Holidays on which some business houses may
close are August 1 and 10, the days of Managua's

patron saint, Santo Domingo; October 12, Columbus

Day; December 8, Immaculate Conception Day; and

December 24.

Commercial travelers would be well advised to

eliminate travel during Easter Week and the Christmas-

New Year period as many concerns take this opportu-

nity for extended holidays.

Highways

In the past, the highway policy in Central America

has been limited to seeking solutions at the national

level or to considerations evolving around the Inter-

MAIN ROAD. This Nicaraguan highway now carries both men and

vehicles in the exchange of goods and services within the Central

American Common market.
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American Highway—a cooperative United States-Latin

American venture. However, the Cacm, with its em-

phasis on intraregional trade, presupposes the exist-

ence of a road network capable of facilitating trade

among the member countries.

Actually, transportation problems have been under

study since the beginning of the program of economic

integration. The first major study, Transport in the

Central American Isthmus, was produced by ECLA
and the Technical Assistance Administration of the

United Nations in 1953. Later, the five Republics

signed three regional agreements on highways: "Re-

gional Agreement on the Temporary Importation of

Vehicles by Highway" in 1956; and 1958, "Agree-

ment on Uniform Highway Signs" and the "Agree-

ment on Highway Circulation." all of which are cur-

rently in effect.

Experts from Cabei and Sieca prepared a Regional

Program of Central American Highways in January

1963. The program, as adopted, includes 13 routes

designated as CA-1, CA-2, etc., with execution planned

for two phases: the first, for the period 1963-64; and

the second for the period 1965-69. It should be noted

that CA-1 is actually the Inter-American Highway, and

that the first stage of the program includes resurfacing,

straightening, and other general improvements of this

nearly completed highway.

The 13 routes by number and description are:

Length

in miles

CA- 1—Inter-American Highway, Mexican border

to Panama City 1,564

CA- 2—Mexican border—Esquintla-La Libertad-La Union 405

CA- 3—Choluteca-Chinandega-Managua-Granada 168

CA- 4—La Libertad-San Salvador-Nueva Ocotepeque-

San Pedro Sula 221

CA- 5—San Lorenzo-Tegucigalpa-San Pedro Sula-

Puerto Cortes 230

CA- 6—Tegucigalpa-Danlf-Yalaguina 117

CA- 7—San Francisco-Siguatepeque 93

CA- 8—El Molino-Sonsonate-San Salvador 88

CA- 9—San Jose-Guatemala-Puerto Barrios 258

CA-10—Rio Hondo-Quezaltepeque-Nueva Ocotepeque 70

CA-11—Guatemala CA-10 to Honduras CA-4 62

CA-12—Acajutla-Santa Ana-Quezaltepeque 93

CA-13—Puerto Barrios-Puerto Cortes 50

Detailed information on the individual road net

works of each country is included in the Department

of Commerce publications, "Basic Data on the Econ-

omy of ," listed in Appendix A.

Truck, bus, and automobile transportation has in-

creased rapidly with the construction of the Inter-

American Highway and other major highway im-

provements of recent years. Many goods can be

shipped more cheaply by surface transportation than

by air or water. Although many transport companies

have been established in Central America and it is

now possible to ship from any one major point to

another, the lack of regulations to govern the traffic

has caused a rather chaotic situation. There are no

set rates for freight transportation and the user must

negotiate each contract separately. Furthermore,

heavy traffic has caused excessive deterioration on

many sections of the various highways.

U.S. exporters who wish to ship by truck have to

bypass Mexico because of her long-standing ban on

transportation of freight and passengers in non-

Mexican-owned vehicles. One solution is the "fishy-

back" service such as is offered by Coordinated Carib-

bean Transport (CCT), Inc., of Miami, a subsidiary

of the New York-based United States Freight Com-

pany.

CCT regularly ferries refrigerated truck trailers and

other cargo between Miami and Puerto Matias de

Galvez, Guatemala, where over-the-road carrying can

be resumed. The four ferries carry such items as

foodstuffs, refrigerators, television sets, machinery,

rubber tires, textile yarns, household effects, and mail,

and return with meat, shrimp, and produce.

In this roll-on roll-off trailership service, the 825

miles between the two ports are covered in 80 hours,

with trucked cargoes delivered to customhouses in

Matias de Galvez, Guatemala City (3% to 4 days),

San Salvador (4th day), Tegucigalpa (41/2 to 5 days),

and San Jose (5^2 to 6 days). Export packing is not

needed, since cargoes are moved in sealed trailers.

Railroads

Railroads in Central America consist of public

service and plantation lines. The public service lines

are both privately and nationally owned. The privately

owned International Railways of Central America

(Irca) connects Guatemala and El Salvador with the

Atlantic coast. The railroads in Honduras and Nica-

ragua are national lines. Certain privately owned

fruit company lines operate almost exclusively for the

benefit of these companies.

The railroads of Central America have not added

new track in recent years. In certain cases the total

mileage has been reduced. This is so because truck

transportation is less expensive.
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Nearly one-half of the total trackage in Central

America serves banana and other plantations ex-

clusively.

Railroad

Public

service

Plantation

lines

Costa Rica

82

Northern Railway 116 209

212

Total 198 411

El Salvador

286

102

Total . 388

Guatemala

IRCA, Guatemala Division 510

29

United Fruit 180

Total 539 180

Honduras

100

3H4

334

Total 100 698

Nicaragua

216

Total 216

Five countries, total 1,441 1,284

Source: U.S. Department of Commerce publications.

To continue to compete with other surface trans-

portation, both the public and private railways have be-

gun a system of modernization. In Costa Rica, the

Northern Railway, a U.S. incorporated firm whose

stock is held chiefly by the British-owned Costa Rican

Railway Company, uses all diesels, and the Govern-

ment-owned Pacific Electric Railroad has electric

equipment. The railway system of Costa Rica is the

principal carrier of all imports and exports.

Irca of Guatemala and El Salvador is changing

over to diesel engines. Considerable merchandise

enters Puerto Barrios for transshipment to El Salva-

dor which has no Pacific port. Although new high-

ways parallel the Irca railroad, modernization of Irca

equipment will help meet trucking competition. The

Government line, Salvador Railroad Company, pro-

vides access from San Salvador to Santa Ana and to

the port of Acajutla but suffers from the obsolescence

of its equipment and the competition of a parallel

highway. In Guatemala, Irca handles approximately

50% of the freight traffic and 10% of the passenger

business.

All of the railroads in Honduras are located on the

north coast, and at no point do they extend more

than 65 miles inland. The Tela Railroad services the

port of Tela and various other towns and also connects

the Standard Fruit Railroad (now a diesel line), which

HIGHWAY JOBS. Guatemalans pour concrete drain pipe that was used in construction of the Inter-American Highway.
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serves the port of La Ceiba and the north coast area

east to Balfate and west to Tela. Transportation of

both passengers and cargo is performed by all the

railroads.

The Government owned Ferrocarril del Pacifico

railroad system in Nicaragua is proceeding with diesel

conversion. The line serves as a connecting link be-

tween the principal cities of Corinto, Chinandega.

Leon, Managua, and Granada.

Airlines

Air transportation is the most important means of

international passenger movement within Central

America and remains an important method for reach-

ing major domestic commercial areas. The volume of

international air-cargo shipments has grown rapidly in

recent years. Connections with the United States and

South America are excellent but those with Europe

must be made through a third country.

The latest jet airplanes can be accommodated at

Guatemala City, San Salvador, Managua, and San

Jose. In addition, a new airport which will accom-

modate jet planes was opened in early 1965 at San

Pedro Sula. Although extensive improvements have

been made in the major airports, secondary airports

and air navigation facilities need improvement.

The most important international carrier of passen-

gers and cargo is Pan American Airways, followed by

Taca International Airways of El Salvador. Major

Central American airlines are as follows:

Country and airline

Type of service

Inter-

Domestic national

Costa Rica

Lineas Aereas Costarricenses, S.A., (LACSA) x x

El Salvador

TACA International Airlines, S.A., (TACA) x

Aereolineas El Salvador, S.A., (AESA) x

Guatemala

Empresa Guatemalteca de Aviacion, (AVIATECA).

.

x x

Honduras

Servicio Aereo de Honduras, S.A., (SAHSA) x x

Transportes Aereos Nacionales, S.A., (TAN) x x

Maya Travel Service x

Nicaragua

Lineas Aereas de Nicaragua, S.A., (LANICA) x x

Source: World Survey of Civil Aviation, Mexico, Central America, and the

Caribbean Area, U.S. Department of Commerce, 1962, (updated).

Each country except El Salvador, which depends

on surface transportation, also has one or more do-

mestic companies engaged principally in local trans-

port. Several of these local companies have been

formed with financial and technical assistance from

Pan American Airways. While some of the local com-

panies have international flights to neighboring coun-

tries or to the United States, their principal service

is to connect the capital cities with the outlying prov-

inces in each country.

Five of the Central American airlines (Taca, El

Salvador; Lanica, Nicaragua; Lacsa, Costa Rica;

TAN, Honduras; and Aviateca, Guatemala) have

proposed a consortium to take over the international

portion of their present operations. The consortium,

if created, would own, operate, and manage their

international operations, sharing profits and losses.

The consortium proposes to operate jet flights from

Guatemala, San Jose, and perhaps San Salvador to

points in Mexico, the United States, and South Amer-

ica. DC-6 or Viscount flights would continue between

the five countries, but the consortium would not enter

domestic operations. The proposed consortium is still

in the discussion stage.

The five governments also signed an agreement

creating an inter-regional corporation to provide air

traffic services, aeronautical telecommunications, and

radio assistance for aerial navigation. The agreement,

Constitutive Charter of the Central American Corpora-

tion of Aerial Navigation Services (Cocesna), was

written in 1960 and is now in effect for all signa-

tory countries. The agreement provided that Cocesna

obtain all the Government-owned aeronautical com-

munication and air-navigation aid operations. Cocesna

is currently operating on a limited basis, and certain

problems remain to be resolved before full services

can be provided.

Ocean Shipping and Ports

The international seaborne traffic of the 5 countries

is serviced by 10 ports on the Pacific coast and 7 on

the Atlantic. 2 Port and shipping facilities are ex-

tremely important in the Cacm where the economies

of the individual countries are dependent on the export

of basic agricultural products and where most imports

are by ocean transportation. The value and quantity

of imports and exports of the principal Cacm ports

are shown in table 15. Regular and frequent sched-

ules are maintained by steamship companies giving

service to and from the United States, Europe, Japan,

and Latin America.

2 On the Pacific are the following: Champerico and San Jose in Guatemala;

Acajutla, La Libertad, and Cutuco in EI Salvador; Amapala in Honduras;

Corinto and San Juan del Sur in Nicaragua ; and Puntarenas and Golfito in

Co9ta Rica. On the Atlantic arc Puerto Barrios and Matias de Galvez in

Guatemala; Puerto Cortes, Tela, and La Ceiba in Honduras; Puerto Cabezas

in Nicaragua; and Limon in Costa Rica.
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Hours in flight between U. S. and Central American cities

Guatemala, San Salvador, Managua, San Jose, Tegucigalpa

Guatemala El Salvador Nicaragua Costa Rica Honduras
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2
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2

8 8L,

2M y\ <>',. 1': 5

l". fi'j 8'

2
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Seattle, Washington

San Francisco, California.

New Orleans, Louisiana

Chicago, Illinois

Miami, Florida

New York, New York. . .

.

Only Nicaragua and Guatemala have established

their own shipping lines. The Mamenic Line ( Marina

Mercante Nicaragiiense) in Nicaragua maintains serv-

ice between several Central American ports and the

United States and Europe. The privately owned firm

operates 16 ships, and handles about 25% of the

shipping requirements of the country. The Guate-

malan flag merchant fleet, Flota Mercante Gran Cen-

troamericana, consists of two government-owned ships

of 2,630 deadweight tons each. Both ships have a

fixed itinerary which includes certain Central Amer-

ican ports, New York, Montreal, and Europe.

Breakwater piers are available on the Pacific at

Acajutla and Cutuco in El Salvador, at Corinto in

Nicaragua, Amapala in Honduras, and at Puntarenas

in Costa Rica, and on the Atlantic at Puerto Barrios

and Matias de Galvez in Guatemala, at Puerto Cortes,

La Ceiba, and Tela in Honduras, and at Limon in

Costa Rica.

Major improvements including better cargo-handling

facilities, increased storage, and improved piers have

been made in recent years, with the help of interna-

tional loans, at Acajutla, Corinto, and Puntarenas on

the Pacific. During July 1964, an Eximbank loan

was made for similar improvements at Matias de

Galvez in Guatemala. Additional improvements will

be made at Acajutla and at Puerto Cortes during

1965.

The problems encountered in the various ports in

the Cacm often relate to inland transportation rather

than to actual ocean shipment. All of the ports serve

exclusively their own country with the exception of

Puerto Barrios in Guatemala, through which part of

El Salvador's import and export traffic moves in bond.

This situation occurs despite the fact that Puerto

Cortes, Acajutla, Cutuco, and San Juan del Sur could

serve neighboring countries as well.

The Regional Road Program will improve the inter-

country transportation and port utilization problem

in some instances. A road north from Corinto in

Nicaragua, connecting with Salvadoran highways, and

a road connecting Puerto Barrios and Matias de

Galvez in Guatemala with Puerto Cortes in Honduras

are planned for the first stage of the program. Road

transportation to Tegucigalpa from either coast, and

to Managua and San Jose from the Atlantic coast

is less than adequate. Nevertheless, no overall re-

gional program to coordinate the use of port facilities

yet exists.

Inland Waterways

Inland water transport is of little importance in

Central America on the whole. There are only two

locally significant inland water routes. Nicaragua's

two big lakes—connected by the Tipitapa River—pro-

vide access from Managua to the Atlantic via the San

Juan and Colorado rivers which follow the border of

Nicaragua and Costa Rica for some distance. In

Guatemala, the Caribbean is reached via the Polochic

River, Lake Izabal, and the Duce River.

In the Caribbean lowlands, rivers are the only

means of surface transportation and often can ac-

commodate small steamers as well as the traditional

dugout canoe. Now that the road from Nicaragua's

Capital to the Escondido River port of Rama is nearly

completed, traffic on the Escondido River, which emp-

ties into the Atlantic, may assume more than purely

local importance.
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Chapter VI

1 HE Cacm trade policy governing both internal and

external trade aims at unification of all regulations

throughout the area. At present, these trade regula-

tions are in a transitional period in which tariffs and

customs procedures vary by country and by com-

modity, although certain provisions have taken effect

throughout the Common Market. These regulations

are outlined in this section with specific reference to

those which are in effect and those which will be in

effect at a future date. The topics discussed are trade

policy, external and internal tariff and trade regula-

tions, the Central American Uniform Customs Code

(Cauca), the Tripartite Treaty between Panama. Costa

Rica, and Nicaragua, and exchange control regulations.

Individual country tariff and trade regulations are

discussed in the Overseas Business Reports, Foreign

Trade Regulations of , as listed in Appen-

dix A.

Trade Policy

In the nearly two decades since the end of World

War II, the Cacm has turned its attention increasingly

to the task of economic development. With the cur-

rent success of the European Common Market, the

regional association has come to the forefront as a

vehicle by which economic integration might be

achieved more quickly and less expensively than each

country could hope for individually. In Latin America

this trend is evident in the development of the Latin

American Free Trade Association and the Cacm.

In terms of Central American trade policy, the Com-

mon Market has meant a shift away from the revenue

tariff and toward the protective tariff. In practice this

shift has resulted in two changes. First, duties are

eliminated on trade flowing among member countries,

broadening the market for domestic industries while

making possible certain economies of scale. In addi-

tion, these industries have the protection of the com-

mon external tariff on imports from nonmember

countries. These factors combine to attract interna-

tional exporters to manufacturing in the Cacm.

Secondly, the tariff is utilized to promote industry.

Though the tariff had traditionally been used by the

Central American countries as a means for protecting

domestic industry, its main and overriding purpose

was as a provider of revenue for the Central Govern-

ment. For example, in 1938-40. import duties provided

from 44.7 to 68.7 c
/c of the total Government revenue

of the various Central American countries. By 1959.

import duties provided 41.4 to 60.0^ .

The Cacm tariff has very definite functions in the

economic integration of the region. Duty levels on

capital goods and industrial raw materials, for in-

stance, are generally low while those on imports com-

peting with domestic industry or with industries which

are being encouraged, are relatively high. Firms which

qualify as "integration industries" are accorded spe-

cific tariff protection for their products (see chapter

IV).

Another aspect of the role of the new trade policy

is the exemption from import duties of those goods

that are destined for industries operating under the

Central American Agreement on Fiscal Incentives for

Industrial Development. This Cacm agreement, yet

to be implemented, provides for preferred tax treat-

ment—import duties, income taxes, etc.—for industries

which ".
. . produce articles being imported in con-

siderable quantities, or increase the volume of ex-

ports. . .
."

This tendency toward protection and away from

the revenue tariff is not, however, the primary ex-

pected result of the Cacm. Indeed, the LInited States

supports the Cacm because, it is thought, the Common
Market will bring political stability, economic devel-

opment, and an overall increase in the ability and

willingness of these countries to import both capital

goods and consumer goods.
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Internal Tariff

The treaty governing internal common market trade

is the General Treaty of Central American Economic

Integration. 1 Article III of this treaty provides that

".
. . the natural products of the Contracting States

and the products manufactured therein shall be exempt

from import and export duties, including consular

fees, and all other taxes, dues, and charges levied

on imports. . .
." This means that initially only those

products actually manufactured within a common
market member country may be free traded to other

member countries. There are exceptions to this rule

—

rice, corn, wheat, certain alcoholic beverages, petro-

leum products, cosmetics, various fabrics, and textiles

being among the most important. The exceptions,

contained in Annex A of the General Treaty, are,

for the most part, to be incorporated in the free-trade

system by June 1966. Certain exceptions will not be

free traded after June 1966, but are subject to special

protocols. These include rice, corn, and wheat flour.

Clarifying the definition of what products are con-

sidered locally produced. Article V states. "The (Exec-

1 A list of the CACM treaties which affect trade, their effective dates,

and brief description of relevant provisions appears at the end of this chapter.

utive) Council will not consider as products originat-

ing in the country of one of the contracting parties

those which, originating or manufactured in a third

country, are merely assembled, packed, cut, or diluted

in the exporting country." This article has been given

a rather strict interpretation by the common market

officials.

Free intracommon market trade in all imports,

whether originating within the Cacm or not, will

become effective at such time as the full customs union

is established. This, in turn, is contingent on the

complete equalization of external duties and on the

development of a customs mechanism to collect and

distribute customs revenues.

The mechanism for collecting and distributing cus-

toms revenues will be included in the administrative

regulations to Cauca during 1965. However, the full

customs union may not be established until 1970 or

so as some of the items remaining to be equalized un-

doubtedly will be carried out in five annual stages.

At such time as the full customs union is established,

U.S. exports will be able to enter one country, and,

upon payment of the common market duty, circulate

to any other member country or countries without

further payment of import duties and related charges.

COMMUNITY CENTER. Lacking supplies of running water, Guatemalan village women draw water in traditional way.
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HYDROELECTRIC POWER GAINS. The scene: The Lempo River in E/ Salvador. (Photo of Harza Engineering Company.)

External Tariff

The basic agreement covering third country imports

is the Central American Convention on the Equaliza-

tion of Import Duties and Charges, signed by the

member countries on September 1, 1959. This agree-

ment provides for the negotiation of a uniform duty

rate for each item of the Central American Uniform

Tariff Nomenclature (Nauca). The common external

duty is to take the place of the individual country

tariff and consular fees, surcharges, and any other

specific tax on imports.

Over 98.5% of the Nauca has been negotiated in

five separate protocols to the basic agreement. The

main items remaining to be equalized are essential

derivatives of petroleum, passenger cars, wheat, and

a few items of lesser importance, representing 15 to

20% of the total value of Central American imports.

To be effective, the protocols must be ratified by each

country's legislature, and the ratification must be

deposited with Odeca. The agreement is then effec-

tive 8 days after the deposit of the third ratification.

If the agreement is already in effect, the depositing

country immediately becomes a party to it.

The first two protocols cover approximately 50%
of the Nauca items and have been implemented by

all the member countries. The third protocol to the

basic agreement, the San Jose Protocol, has been de-

posited by Costa Rica, Guatemala, and Honduras and

was effective for these three countries as of April 29,

1964. This brought the common external tariff for

these countries to over 95% of the Nauca items.

Nicaragua and El Salvador have also deposited the

San Jose Protocol.

Certain of the negotiated items have duties which

are to be equalized progressively in five annual steps

rather than immediately as in most cases.

The Economic Ministers signed a fifth protocol,

the Guatemala Protocol, on July 31, 1964. They agreed

on uniform rates for 44 items of which 30 are subject

to equalization through the progressive system and 14

to immediate equalization, bringing the agreed upon

equalized duty rates to 98.5%.
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The Nauca applies both specific and ad valorem

duties to most goods. Specific duties are stated in

U.S. dollars and are usually levied on the gross weight

of items, that is, on the weight of the goods them-

selves plus that of all containers including the ship-

ping crates. The ad valorem duty is levied on the cost,

insurance, and freight (c.i.f.) value of the item.

Capital goods are assessed relatively low duties,

usually equivalent to zero to 15%. However, the

average incidence is 13% on capital goods and not

over 5% on agricultural and industrial machinery.

Consumer goods which cannot be manufactured in

the region are generally assessed an equivalent of 25

to 50%. However, for luxury products and for con-

sumer goods, the regional production of which is

considered worthwhile, the equivalent duty levels range

between 100 to 150%. The average incidence of con-

sumer goods duties is 82.5%.

The Cacm external tariff has increased the former

national rates.
2 by an average of only 6% (from 42

to 48%). Broken down by commodity groups, the

average increase varies from 18.5% on consumer

goods (from 64 to 82.5%) to 1% on capital goods

(from 12 to 13%). The duty level on construction

goods rose an average 6.2% (from 26 to 32.2%),

while that on raw materials and intermediate products

rose an average 4.4% (from 30 to 34.4%).

Uniform Customs Code

The Cauca was approved by the Economic Council

of the Cacm on December 13, 1963. However, the

specific administrative regulations are still being

worked out and should be ready for legislative ap-

proval sometime in 1965.

The final uniform customs system will mean a com-

plete reorganization of the customs structure in each

country. This will be an extremely complicated pro-

gram with extensive revisions in personnel, administra-

tion, fiscal and accounting procedures, appraisal, and

enforcement. The new system will also provide for

the collection and processing of trade statistics by

region and by country in both internal and external

trade, something that has been deficient in the past

but essential for an adequate evaluation of marketing

trends.

One very important aspect of the uniform customs

2 Estimates on the duty increases were obtained from The Central American

Common Market, by Joseph Pincus, September 1962, AID, p. 78, and from

the "Report of the Central American Economic Co-Operation Committee."

Economic Commission for Latin America, ECLA, United Nations, New York,

1961, p. 34. The source on the incidence of the previous tariffs was ECLA,

ibid, p. 78.

system will be the collection and distribution of customs

revenues. At the present time, customs duties, con-

sular fees, surcharges, and miscellaneous customs

charges provide an important source of income for

the governments of the member countries.

Imports From Panama

Effective April 1. 1963, Costa Rica and Nicaragua

gave preferential treatment to certain imports from

Panama and received concessions in return. The

agreement, known as the "Tripartite Treaty," places

some goods on the free trade list and gives special

treatment to others. Between Nicaragua and Panama,

72 tariff classifications are covered, 51 of which are

free traded; the remainder are subject to some form

of trade control. The Costa Rica and Panama section

of the agreement covers 184 tariff classifications, all

but 37 being free traded. The Nicaragua-Costa Rica

section of the agreement is being superseded by the

General Treaty of Central American Economic Inte-

gration and by the several protocols to that treaty.

At present, Panama is contemplating some form of

association with the Cacm. Should this be accom-

plished, then the Tripartite Treaty would be super-

seded.

Exchange Controls

Exchange regulations are imposed in 2 Central

American countries. However, in no country are these

regulations used to restrict imports to a significant

degree. In Costa Rica, Honduras, and Nicaragua

domestic currency is freely convertible into foreign

exchange at official rates. In El Salvador and Guate-

mala, there are certain exchange controls.

In El Salvador all purchases of foreign exchange

through the local banks must have the prior approval

of the Exchange Control Department of the Central

Reserve Bank of El Salvador. Exchange must be uti-

lized within 120 or 360 days, depending on the type

of merchandise.

Guatemala requires that all foreign exchange earned

from exports and from transactions in Guatemala be

sold to the Bank of Guatemala or any authorized bank.

However, requests for foreign exchange may be made

through any local bank.

The following is the official exchange rate used in

each of the countries (per US$1): Costa Rica. 6.65

colones; El Salvador, 2.50 colones; Guatemala, 1

quetzal; Honduras. 2 lempiras; Nicaragua, 7 cor-

dobas.
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TOP BANANA undergoes laboratory analysis at La Lima, Honduras.

(Photograph of the United Fruit Company.)

Major Trade Treaties

• General Treaty of Central American Economic Integration

Signed: December 13, 1960.

Effective: Guatemala, El Salvador, and Nicaragua, June 4,

1961; Honduras, April 27, 1962; and Costa Rica, November

8, 1963.

Provisions: The General Treaty is the basic document of

Central American economic integration. It not only establishes

the principles of a customs union but provides for a common
market as well. That is, it not only provides for free intra-

regional trade and a common external tariff, but it calls for

the harmonization of fiscal policies, statistical reporting and

the like. In general, it creates the legal authority for such

additional protocols as are needed to further industrial and

financial integration, and defines the various administrative

organs of the common market.

• Central American Convention on the Equalization of Import

Duties and Charges

Signed: September 1, 1959.

Effective: Guatemala, El Salvador, and Nicaragua, Septem-

ber 29, 1960; Honduras, August 16, 1962; and Costa Rica,

September 23, 1963.

Provisions: This agreement gives the authority to negotiate

protocols establishing common external duties on imports and

to enact various other procedures as are necessary to carry

out the common trade policy.

• 1st Protocol to the Convention on the Equalization ot

Import Duties and Charges

Signed: September 1, 1959.

Effective: Same as the Convention above.

Provisions: Contains 257 items on which agreement was

reached as to the common external tariff.

• 2d Protocol to the Central American Convention on the

Equalization of Import Duties and Charges (Managua Proto-

col)

Signed: December 13, 1960.

Effective: Guatemala, El Salvador, and Nicaragua, June 4,

1961; Honduras, August 16, 1962; and Costa Rica, September

23, 1963.

Provisions: Brought the number of items covered by a

common external tariff to 50% of the total Nauca tariff

classifications.

• 3d Protocol to the Central American Convention on the

Equalization of Import Duties and Charges (San Jose Proto-

col)

Signed: July 31, 1962.

Effective: For all five member countries.

Provisions: Brings the number of items covered by a

common external tariff to 95% of the total tariff classifications

of Nauca.

• 4th Protocol to the Central American Convention on the

Equalization of Import Duties and Charges (San Salvador

Protocol)

Signed: January 29, 1963.

Effective: Guatemala, El Salvador, and Costa Rica have

deposited their ratifications of the protocol. It became effective

for the depositing countries on October 10, 1964.

Provisions: Covered 15 items of Nauca.

• 5th Protocol to the Central American Convention on the

Equalization of Import Duties and Charges (Guatemala Pro-

tocol)

Signed: July 31, 1964.

Effective: The protocol will become effective for the deposit-

ing countries 8 days after the deposit of the third ratification.

Provisions: Covers 44 items of Nauca of which 30 are

subject to equalization through the progressive system and

14 to immediate equalization.

• Protocol to the Convention on the Regulation of Central

American Integration Industries

Signed: January 29, 1963.

Effective: For all five member countries.

Provisions: Insofar as this treaty affects trade, it provides

for special common external tariff rates for industries which

have been designated "integration industries." These indus-

tries are essentially regional monopolies and are governed by

this protocol and by the main treaty, The Convention on the

Regulation of Central American Integration Industries, effec-

tive September 23, 1963. The special tariff rates go into

effect 30 days after the announcement by the Permanent

Secretariat that the integration industry has met the produc-

tion and quality requirements laid down by the agreements.

The industries covered in this protocol are: The caustic soda

and chlorated insecticides industries and the tire and tube

industry. Regional manufactures of glass, hand tools, machetes,

and lamps were covered by special provisions regarding import

duties on their products.
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INVESTMENT

REGULATIONS

Chapter VII

A. foreign investor may establish a business in

Central America either by registering a foreign com-

pany to operate through a branch in a specific country

or by setting up a local company under any of the

forms provided for by the commercial laws of the

particular country. There is little difference in the

requirements for either. Procedures to be followed

are substantially similar in all 5 countries.

Business Organization

Each country has a commercial code or commercial

law governing the formation of companies and the

conduct of commercial transactions. Costa Rica has

the most up-to-date codification of commercial laws,

adopted during 1964, and a new code is under con-

sideration in Guatemala. The commercial codes of El

Salvador, Guatemala, Honduras, and Nicaragua were

adopted in 1947, 1942, 1950, and 1917, respectively.

All of the countries require that a new business

enterprise be registered at the time of its formation,

whether it is a branch of a foreign company, a sub-

sidiary, or a company formed entirely on a local

basis. Registration procedures vary from country to

country but usually include execution of a public

instrument of organization which is registered in the

Public Register of Commerce ( Registro Publico de

Comercio ) or in the Register of Juridical Persons

(Registro de Personas Juridicas) or by notice in the

official gazette or in a widely circulated newspaper.

Changes or extensions in the organizational structure

must be similarly registered. In some countries, there

are additional requirements for certain types of com-

panies. For example, Honduras requires that, in addi-

tion to the general registration, a branch of a foreign

company must be authorized by the Ministry of

Finance. In Guatemala, if the foreign company to be

registered is a corporation, it must be authorized by

the Ministry of Finance—a requirement which applies

to any stock-issuing company in the country. In

Nicaragua and Costa Rica, a firm which engages in

importing goods into the country must obtain a special

license from the Ministry of Economy.

Costs incident to setting up of a business organiza-

tion are encountered in the form of stamp taxes

assessed on stated capital, notary fees, and registration

fees. Such costs vary among countries, but in general

are minor. The total expense incurred is usually

between 1 and 2% of capital.
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The most common forms for local business orga-

nization are (1) corporation (Sociedad Anonima),

(2) general partnership (Sociedad Colectiva), (3)

limited partnership (Sociedad en Comandita), and

(4) limited liability company (Sociedad de Responsa-

bilidad Limitada).

Nicaragua does not classify companies as shown

above except for the corporate-type organizations.

Its commercial companies are collective companies or

partnerships (Sociedades en Nombre Colectivo), sim-

ple limited partnerships (Sociedades en Comandita

Simple), stock-issuing limited partnerships (Socie-

dades en Comandita por Acciones), and cooperative

societies or companies (Sociedades Cooperativas)

.

Honduran commercial law likewise recognizes coop-

erative societies and stock-issuing limited partnerships.

All countries recognize the corporate form of busi-

ness enterprise, as well as the general partnership.

The corporate form of organization, as opposed to the

partnership form, is steadily gaining in popularity in

the Cacm as development proceeds.

The limited partnership form of organization con-

sists of partners with unlimited liability who adminis-

ter the business, and other partners with limited lia-

bility, who cannot participate in the management.

Limited partnerships may also take the form of share-

issuing partnerships in some countries.

The limited-liability company is used in Guatemala,
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Honduras, and Costa Rica but not in El Salvador and

Nicaragua. Limited-liability companies are similar to

corporations in that the partners' financial responsi-

bility is limited to their capital contributions. How-

ever, the number of partners is held to a maximum

—

usually 20 to 25. This form of organization provides

for more active participation in direction of the com-

pany by the partners than is the case with shareholders

in corporations. Additionally, changes in member-

ships generally may be made only with the consent

of all partners.

The commercial codes of the Central American

countries are comparable but not uniform, and it is

obvious that reference to the individual laws is re-

quired, and that local legal counsel must be secured

before forming a new company.

Industrial Property Protection

The patent, trademark, trade names, and copyright

regulations of the Central American republics are

similar and provide for the protection of industrial

property according to individual legislation. Any

person, natural or juridical, national or foreign, may
obtain patents, trademarks, and copyrights upon ful-

fillment of the legal requirements. Likewise, persons

in foreign countries with which the Central American

country has signed international agreements, may
obtain the same rights and privileges.

The duration of patents ranges from 5 to 10 years

in Nicaragua to 20 years in Costa Rica. Guatemalan

regulations allow an original 10 years' duration for

patents, which registration may be renewed indefi-

nitely. Patents are not renewable in the other 4

countries, although a new patent may be secured if a

new process or design is submitted. There are provi-

sions for the registration of foreign patents for the

unexpired period of time remaining in the foreign

country of registration, providing said period does not

exceed the maximum allowable time period in a given

Cacm country.

Trademark and trade name rights are available for

periods ranging from 10 years in Honduras, Nicara-

gua, and Guatemala to 20 years in El Salvador.

Indefinite ownership is normally allowed upon request

for renewal under existing regulations. Guatemala

specifically recognizes the inherent right to the use

of trade names, without the need of registration or

any other requirement. Notwithstanding, if a fanciful

name is concerned, it should be published in the Diario

Oficial through the Trademarks Office.

All 5 Central American countries and the United

States have ratified the Convention on Literary and

Artistic Copyrights signed at Mexico City on January

27, 1902. Certain of the countries are parties to

additional international conventions affecting these

matters. In El Salvador, Costa Rica, and Guatemala

copyright ends 50 years after the death of the author.

Nicaraguan regulations grant copyright for life and to

the heirs forever. Guatemalan regulations grant copy-

right without deposit or registration.

Applications to register patents, trademarks, and

trade names are made to the Office of Trademarks

HIGH-SPEED industrial sewing machines and electronic embroiderers from United States equip new plant in Tegucigalpa for pioneer manufac-

ture of ladies' rayon and nylon underwear and nightwear in Honduras.
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SEWING SENORITA: American equipment plays a part in the manufacture of clothing in Costa Rica.

and Patents which is under the jurisdiction of the

Ministry of Economy in each country except El Sal-

vador, where the Ministry of Justice is the responsible

agency. The office which handles copyright registra-

tion varies in each country.

Labor and Social Security

Central American countries have extensive labor

and social security legislation which provides for the

regulation of labor management relations and for cer-

tain guaranteed conditions of work and benefits to

protect the position of workers. Local laws differ in

certain details but they all cover the essential prin-

ciples, such as maximum working hours, minimum

wages, provision for paid holidays and vacations,

separation pay upon dismissal, and the regulation of

collective labor relations and disputes. From the

employer's point of view, there may be advantages in

certain specific respects as between one country and

another, but on the whole there are no significant

differences.

New labor codes were enacted in Honduras in 1959,

in El Salvador in 1963, and in Guatemala in 1961.

Costa Rica still operates under a 1943 labor law, and

Nicaragua under its 1945 legislation. Each of the

laws restricts the extent of employment of foreigners

in enterprises, but Nicaragua does so to a noticeably

lesser degree than the others. At least 90% of the

personnel must be nationals in Costa Rica, El Salva-

dor, Guatemala, and Honduras. Nicaragua requires

75% of national workers. Nationals must also receive

85% of the payroll in Costa Rica, El Salvador, and

Guatemala.

Managers, directors, and technicians are not subject

to the above percentage provisions in Nicaragua, Costa

Rica, and Honduras. In Guatemala, the Ministry of

Labor may reduce the percentages up to a maximum
of 10% for a period of 5 years, and in El Salvador,

the Ministry may reduce the percentage at its discre-

tion.

A maximum 6-day workweek and the 8-hour day is

established in the legislation of all the countries. The

maximum workweek ranges from 44 to 48 hours.

Individual or collective labor contracts are required,

usually in writing, for all but domestic and agri-

cultural employees and temporary employees in what-

ever pursuit. These employees are considered to be

under an oral contract in Honduras. Each Govern-

ment is empowered to establish minimum wage levels,

and those which have been established vary according

to geographic area and industry.

Manual workers must be paid every 2 weeks in

Costa Rica and Guatemala and every week in Hon-

duras and Nicaragua. The pay period is variable in

El Salvador, but wages must be rendered in cash for

manual workers. Advance notice when workers are

dismissed, except for just cause, is required by some of

the countries. The reasons for just-cause dismissal are
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listed in the respective codes. These provisions vary

considerably from country to country.

Honduran regulations covering separation without

justification combine advance notice and separation

pay, and are cited as illustrative: The employer is

required to give 30 days' advance notice or pay 30

days' wages. In addition, the employee is entitled to

one day, with pay, each week during the termination

period in which to seek other employment. Separa-

tion benefits are 10 days' pay for employment from

3 to under 6 months, 20 days' pay for 6 months to

under one year, and 1 month's pay for each year of

continuous employment, with a maximum of up to 8

months.

Paid vacations are mandatory in each country's

labor legislation. Minimum vacation periods range

from 10 to 15 days after a year of service in all coun-

tries except Nicaragua which provides for 15 days'

vacation after 6 months' service. Extended vacation

periods are provided after additional years of

service. There are 8 legal paid holidays in El Sal-

vador, Guatemala, and Nicaragua. Costa Rica has 5,

and Honduras, 11.

Wage levels in all 5 countries are lower than in the

United States, but when evaluations are made, con-

sideration must be given to the additional fringe

benefits given and to the lower levels of productivity.

The highest wage levels are found in Costa Rica,

which has an advantage in its higher level of general

education. Wages for unskilled labor vary from $1

to $1.50 a day and for skilled labor from $1.50 to

$3 a day. depending on the degree and type of skill.

Office personnel wage levels seem to vary from $60

a month for a general clerk to $130 a month for a

secretary, although bilingual secretaries are generally

paid 50 to 100% more than secretaries who speak

only Spanish. Salaries for management personnel may
approach U.S. levels in certain instances but generally

are slightly lower.

Social-security systems have been in effect in Costa

Rica since 1943. in Guatemala since 1948, in El

Salvador since 1954. and in Nicaragua since 1955.

The Honduran Social Insurance Law of 1957 was

reenacted in July 1959 and theoretically went into

effect at that time. However, the Honduran Institute

of Social Security, also created in 1959, did not issue

any implementing orders until 1962. Coverage, re-

stricted to Tegucigalpa and Comayaguela, includes

sickness, work accidents, maternity, and occupational

disease.

Costa Rica's system has the most widespread risk

and geographic coverage, for which employers con-

tribute between 2.5 and 5% of total payrolls, depend-

ing on the type of coverage required. Employers

contribute 5% in El Salvador, Honduras, and Guate-

mala, and 7.5% in Nicaragua.

Detailed studies of labor laws and practice have

been prepared for Honduras, Guatemala, and Costa

Rica by the Division of Foreign Labor of the U.S.

Department of Labor. These studies are listed in ap-

pendix A.

Taxation

Historically, customs duties have supplied the bulk

of revenue for government operation in the Central

American republics. However, with the advent of the

Cacm, there has been a decrease in customs revenue.

This decrease occurred with the increased use of duty

exonerations granted under investment incentive legis-

lation, the increase in duty-free trade between the

countries, and in some instances a lowering of tariff

walls. With reduced income from customs duties and

renewed interest in social welfare and infrastructure

programs, more consideration is being given to income

tax revenues.

While the amounts of income tax payable in the 5

countries vary, any decision to establish an enterprise

in one country rather than another on the basis of

taxes alone would not seem to be warranted. Income

lax rates in all 5 countries are below those in the

United States; however, assuming complete repatria-

tion of earnings, the earnings would be subject to the

difference between the lower Cacm tax rates and the

higher U.S. rates. Discussions were held early in 1964

to consider standardization of income tax laws within

the region. No definite program or schedule has yet

been agreed upon.

All countries except El Salvador have the same

schedules of rates for both corporate and personal

income. The schedules are progressive, with the high-

est corporate rates applying in Costa Rica, followed

by Guatemala, Honduras, Nicaragua, and El Salvador,

in descending order:

Taxable income

$'>0,000 SiO.OOO 860,000 S100,000

Costa Rica 8,180 8.415 14,098 25,937

El Salvador 1,400 3,400 6.400 12,400

Guatemala 1,932 5,757 10,689 22,233

Honduras 1,850 4,550 8,050 16,450

Nicaragua 1,390 4,085 7,386 15,371

Source: Preparer! from official tax schedules of individual countries.
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DRYING SHEETS of latex undergoes examination by workman in

Guatemalan plant. (Photograph, courtesy of OIAA.)

The tax paid on personal income varies somewhat

according to the deductions allowed by the individual

countries and because of the separate tax schedule in

El Salvador. The tax is highest in El Salvador and

Costa Rica, and lowest in Nicaragua which allows

the most liberal personal exemptions.

In El Salvador, income paid to nonresidents is

taxable at 28% and dividends paid to nonresidents

are taxable at 38%. The income of nonresident juridi-

cal entities is also taxable at 38%. El Salvador and

Honduras are the only countries which tax dividends

paid to resident individuals, although both countries

provide against double taxation. The separate tax

schedule applied to corporations and other juridical

persons domiciled in El Salvador accounts for its

slight advantage as regards corporate taxes in the

region.

Nonresident and nondomiciled individuals are taxed

according to a separate schedule in Honduras, if the

income is remitted abroad. The rates in this schedule

are 5 and 10%, depending on the source of the

income. As long as the Convention between the United

States and Honduras on Double Taxation remains in

effect (the only such treaty in the Cacm), this schedule

does not apply to nonresident U.S. firms. Negotiations

are under way to revise the treaty, scheduled to expire

in 1966.

All of the countries allow for the deduction of

normal business expenses and depreciation of fixed

assets for the purpose of determining taxable income.

The concept of accelerated depreciation has been

recognized in El Salvador, and for certain situations

in Honduras. Costa Rica, Guatemala, and Nicaragua

provide for loss carryover—Costa Rica, 20% for 5

years; Guatemala, 5 years; and Nicaragua, business

losses from the 2 previous years. All or part of

reinvested profits may be deducted under certain con-

ditions in each country except Honduras.

The relatively minor taxes on fixed assets in Costa

Rica (land, buildings, and installations) range from

0.3% on amounts of $1,504 to $3,760 to 1.05% on

amounts above $451,127. Costa Rica also levies a

special annual tax on branches of foreign companies

of 0.5% on net profit. El Salvador has a tax on

capital (the difference between total assets and total

liabilities) which ranges from 0.05% on $4,000 to

a total of $895 plus 0.4% on the excess over $400,000.

Guatemala does not have a fixed assets tax or tax

on capital but assesses real estate at $3 per $1,000

and levies a special annual tax on branches of foreign

companies ranging between $500 and $1,000. This

tax is credited when computing payment of the profits

tax. Honduras has a property tax applicable to busi-

ness enterprises only. The schedule ranges from 0.02%

on values above $500 to $25,000 and $17.40 plus

0.15% on values over $25,000.

Real property in Nicaragua ( not including owner-

inhabited houses) is taxed at 1% annually, and per-

sonal property valued at over $1,428 is also taxed at

1% annually.

All of the countries have miscellaneous stamp taxes

that apply to legal documents and various business

transactions. Likewise, consumption taxes on ciga-

rettes, beer, soft drinks, wines, and liquors exist in

each country. Honduras instituted a sales tax on

January 1, 1964, of 3% on all sales that involve a

transfer of title, payable once only. Certain basic food

and medical products, however, are exempt from the

tax. Most countries allow municipal governments to

levy certain minor taxes and to charge for various

services rendered.
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Basic industries Heeded

for the Industrial Development

of Central America'

—antibiotics, penicillin

—automobiles, trucks, buses, and tractors

—bagasse pulp and derivatives

—calcium carbide

—cast-iron tubing

—glass containers and electric light bulbs

—insecticides, including DDT, and toxaphene

—iron and steel—melted cast iron and steel, light sections, and rods

—nitrogenous fertilizers

—polyethylene resins

—polyvinylchloride resins

—pulp for kraft paper

—sheet glass

—steel tubing, black and galvanized

—sulfuric acid, superphosphate, heavy chemical sulfates

—tarred asphaltic pitch

—triple superphosphate

—various assembly industries—e.g., household appliances, TV receivers, light industrial

machinery—using 30% Central American material

—viscous rayon and cellophane fibers

1
Joint note of the Secretariat of the Economic Commission for Latin America (ECLA) and the Perma-

nent Secretariat of the General Treaty for Central American Economic Integration (SIECA), January 14,

1964.
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APPENDIXES

A. Bibliography

U.S. GOVERNMENT PUBLICATIONS

Department of Commerce, Bureau of

International Commerce

The Overseas Business Reports, identified below by the symbol

"OBR," are offered for sale by the Superintendent of Docu-

ments, U.S. Government Printing Office, Washington, D.C.

20402. The World Trade Information Service reports

(WTIS), however, are available only from the U.S. Depart-

ment of Commerce, Washington, D.C. 20230, or from its

Field Offices. Make any remittance payable to the Superin-

tendent of Documents.

Costa Rica

Basic Data on the Economy of Costa Rica. OBR 63-158. 17 pp.

December 1963. 15 cents.

Foreign Trade Regulations of Costa Rica. OBR 63-155. 8 pp.

December 1963. 15 cents.

El Salvador

Basic Data on the Economy of El Salvador. OBR 63-145. 23 pp.

January 1964. 15 cents.

Foreign Trade Regulations of El Salvador. OBR 63-109. 7 pp.

July 1963. 15 cents.

Guatemala

Basic Data on the Economy of Guatemala. OBR 62-35. 24 pp.

December 1962. 15 cents.

Foreign Trade Regulations of Guatemala. OBR 64-50. 8 pp.

May 1964. 15 cents.

Living Conditions in Guatemala. OBR 63-20. 11 pp. January

1963. 15 cents.

Honduras

Basic Data on the Economy of Honduras. OBR 65-36. June
1965. 15 cents.

Establishing a Business in Honduras. WTIS, Part 1, No. 62-73.

16 pp. September 1962. 15 cents.

Foreign Trade Regulations of Honduras. OBR 64-21. 8 pp.

February 1964. 15 cents.

Nicaragua

Basic Data on the Economy of Nicaragua. OBR 65-42. July

1965. 15 cents.

Foreign Trade Regulations of Nicaragua. OBR 64-62. 8 pp.

June 1964. 15 cents.

Investment in Nicaragua. OBR 62-14. 9 pp. December 1962.

15 cents.

Living Conditions in Nicaragua. WTIS, Part 2, No. 62-5. 9 pp.

January 1962. 10 cents.

Pharmaceutical Regulations of Nicaragua. WTIS, Part 2, No.

61-20. 4 pp. March 1961. 10 cents.

Trade Lists

These lists are available to help U.S. firms find customers,

agents, distributors, licensees, and sources of supply abroad.

Each list gives names and addresses of firms handling a spe-

cific commodity in one foreign country. Each list also

contains a summary of basic trade and industry data, includ-

ing a brief analysis of foreign trade in the commodity covered,

government regulations affecting trade, and other useful

information.

Lists of importers and dealers indicate relative size of each

firm, method of operation, products handled, territory covered

and size of sales force. Lists of exporters and manufacturers

show relative size or production capacity of each firm and the

products handled. Available for $1 per country for each com-

modity classification from any Department of Commerce Field

Office or from the Bureau of International Commerce, Com-

mercial Intelligence Division, Washington, D.C. 20230.

What You Should Know About Exporting. A how-to-get-started

handbook designed to be a basic reference for the American

businessman interested in opening profitable new overseas

markets for his products. 1964. 40 pages. 25 cents. Avail-

able from Superintendent of Documents, Washington, D.C.

20402. Revised edition scheduled for August 1965.

Investment in Central America, U.S. Department of Commerce,

Washington, D.C, December 1956. (Available in major

U.S. libraries.)

Department of Commerce, Business and
Defense Services Administration

World Survey of Civil Aviation—Mexico, Central America, and

the Caribbean Area, 1962. 35 pp. 20 cents. Available through

Department of Commerce Field Offices or from the Depart-

ment of Commerce, Publications Sales and Distribution Sec-

tion, Washington, D.C. 20230. Make remittance payable to

the Superintendent of Documents.

Department of Labor, Bureau of Labor Statistics

The following reports are available from the Superintendent of

Documents, Washington, D.C. 20402. Make any remittance

payable to the Superintendent of Documents.

Labor Law and Practice in Costa Rica. BLS Report No. 220.

Washington, D.C, October 1962. 30 cents.
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Labor Law and Practice in Guatemala. BLS Report No. 223.

Washington, D.C., December 1962. 25 cents.

Labor Law and Practice in Honduras. BLS Report No. 189.

Washington, D.C., September 1961. 30 cents.

Department of State, Agency for

International Development

Inquiries regarding the following publications should be ad-

dressed to AID, Washington, D.C. 20520.

Index to Catalog of Investment Opportunities, July 1964. (Also

available at all Department of Commerce Field Offices.)

The Central American Common Market, 1962. By Joseph

Pincus. Out of print.

The Industrial Development Laws of Central America. Inter-

national Cooperation Administration, 1961. By Joseph Pincus.

Out of print.

Management Problems and Opportunities for Management

Training in Central America, 1963. Prepared by the Harvard

Graduate School of Business Administration.

ment in Central America). E/CN.12/683/Add.l, November

1963. 75<?.

Report of the Central American Economic Co-operation Com-

mittee. E/CN.12/672, 1964. 75t

Segundo Compendio Estadistico Centroamericano (Second

Compendium of Central American Statistics). E/CN.12/597,

January 1963. 754.

Other Publications

Economic Development of Central America, November 1964.

128 pp. (In English and Spanish.) Committee for Economic

Development, 711 Fifth Avenue, New York, N.Y. 10022. $1.25.

Latin America Business Highlights, Vol. 13, No. 2, 2d quarter

1962, and Vol. 14, No. 1, 1st quarter 1964. Chase Man-

hattan Bank, 1 Chase Manhattan Plaza, New York, N.Y.

10015.

The Gallatin Annual of International Business/ 1965. American

Heritage Publishing Co., Inc., 551 Fifth Avenue, New York,

N.Y. 10017.

CABEI (Central American Bank for Economic Integration)

GENERAL SOURCES

Pan American Union

Inquiries regarding the following publications should be ad-

dressed to the Pan American Union, Sales and Promotion

Division, 17th Street and Constitution Avenue, NW., Wash-

ington, B.C. 20006.

Economic Survey of Latin America, 1962. Prepared in the

Department of Economic Affairs. Published by Johns Hop-

kins University Press, Baltimore, Md. $8.50.

A Statement of the Laws of Costa Rica in Matters Affecting

Business, 1959. Revised and enlarged by Raul Gurdian

and Harry A. Zurcher. $5. Includes a 1963 supplement.

A Statement of the Laws of Guatemala in Matters Affecting

Business, 1959. Revised and enlarged by Julio Gomez Robles.

$5. A supplement, 1965, is available.

A Statement of the Laws of Honduras in Matters Affecting

Business, 1959. Revised and enlarged by Humberto Lopez

Villamil. $5. Revised edition scheduled for September 1965.

A Statement of the Laws of Nicaragua in Matters Affecting

Business, 1957. $5. Revised edition scheduled for Septem-

ber 1965.

United Nations

Inquiries regarding UN publications should be addressed to

United Nations, Sales Section, New York, N.Y. 10017.

Posibilidades de Desarrollo Industrial Integrado en Cen-

troamerica (Possibilities of Integrated Industrial Develop-

Address inquiries to Departamento de Fomen to de Inversiones,

Banco Centroamericano de Integracion Economica, Apartado

Postal 772, Tegucigalpa, D.C., Honduras.

A Guide to Market Data in Central America, 1964. L. C. Lock-

ley. 1964. $2.

CSUCA (Superior Council of Central American Universities)

The organization CSUCA is located in San Jose, Costa Rica.

Recursos Humanos en Centroamerica (Human Resources in

Central America) , Vol. 1, July 1963, and Vol. 2, October 1963.

ICAITI (Central American Institute of Investigations and In-

dustrial Technology)

Write to Instituto Centroamericano de Investigacion y Tecno-

logia Industrial, Apartado 1552, Guatemala City, Guatemala.

Noticias del ICAITI. Annual news publication issued in

February.

SIECA (Permanent Secretariat for the General Treaty for

Central American Economic Integration)

Address inquiries to SIECA, Seccion de Publicationes, Apartado

Postal No. 1237, Guatemala City, Guatemala.

Arancel Aduanero Centroamericano (Central American Customs

Tariff). $10.

Carta Informativa de La Secretaria Permanente de Integracion

Economica, Centroamerica. Monthly newsletter.
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Centro America y su Mercado Comun, algunos datos economicos

(Central America and Its Common Market, economic data),

May 1962.

Centroamerica y su Mercado Comiin, Vol. 2, April 1964.

Codigo Aduanero Uniforme Centro Americano (Uniform Cen-

tral American Customs Code). 75<?.

Cuarto Compendio Estadistico Centroamericano (Fourth Com-

pendium of Central American Statistics), October 12, 1964.

S2.

Inventario de Estudios Basicos sobre Recursos Naturales de

Centroamerica ( Inventory of Basic Studies on Central Ameri-

can Resources). $2.

Tercer Compendio Estadistico Centroamericano (Third Compen-

dium of Central American Statistics), October 12, 1963. $2.

Tratado General de Integration Economica (General Treaty

of Economic Integration). $1.50.

Camara de Comercio e Industria de El Salvador

(Chamber of Commerce and Industry of El Salvador)

2a Avenida Sur 233

San Salvador, El Salvador

GUATEMALA

Asociacion General de Comerciantes de Guatemala

(General Association of Businessmen of Guatemala)

Edificio Arceyus

11 Calle 4-31, Zona 1

Guatemala, Guatemala

Camara de Comercio de Guatemala

(Chamber of Commerce of Guatemala)

4a Avenida 12-39

Altos, Zona 1

Guatemala, Guatemala

B. Trade Associations Active

in the CACM

Camara de Industria de Guatemala

(Chamber of Industry of Guatemala)

3a Avenida 12-22, Zona 1

Guatemala, Guatemala

NEW YORK

Central American Chamber of Commerce in the United States,

Inc.

99 Church Street

New York, New York 10007

HONDURAS
Camara de Comercio e Industrias

(Chamber of Commerce and Industry)

Tegucigalpa, D.C., Honduras

Camara de Comercio e Industrias de San Pedro Sula

(Chamber of Commerce and Industry of San Pedro Sula)

San Pedro Sula, Honduras

COSTA RICA

Camara de Comercio de Costa Rica

(Chamber of Commerce of Costa Rica)

Apartado 1114

San Jose, Costa Rica

NICARAGUA

Camara Nacional de Comercio e Industrias de Managua

(National Chamber of Commerce and Industry of Managua)

Managua, D.N., Nicaragua

Camara de Industrias de Costa Rica

(Chamber of Industries of Costa Rica)

Apartado III

San Jose, Costa Rica

Camara de Representantes de Casas Extranjeras

(Chamber of Representatives of Importing Agencies)

Apartado 3738

San Jose, Costa Rica

C. Industrial Promotion Offices

of Central America

EL SALVADOR

Asociacion Salvadorena de Industrials

(Salvadoran Association of Industrialists)

5° Piso, Edificio Ruben Dario

San Salvador, El Salvador

COSTA RICA

Departamento de Promocion Industrial

Ministerio de Industrias

Apartado Postal 5001

San Jose, Costa Rica
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EL SALVADOR

INSAFI (Instituto Salvadorefio de Fomento Industrial)

Departamento de Promocion Industrial

Avenida Cuscatlan No. 317

San Salvador, El Salvador

Salvadoran Industrial Development Office

(Branch of INSAFI)

Room 2016

630 Fifth Avenue

New York, New York

CABEI Investment Development Department

(Departamento de Fomento de Inversiones del BCIE)

7a Avenida "A" 9-30

Zona 9

Guatemala, Guatemala

Federacion de Camaras y Associaciones Industrials

Centroamericanas (FECAICA)
(Federation of Central American Chambers of Commerce and

Industrial Associations)

Tercer Piso Edificio Cantero

Apartado Postal 20-C

Tegucigalpa, D.C., Honduras

GUATEMALA

Centro de Fomento, y Productividad Industrial (CEPI)

Edificio Cruz Azul, 11 Piso

Guatemala, Guatemala

ICAITI (Instituto Centroamericano de Investigacion y Tecno-

logia Industrial)

Avenida La Reforma y 4a Calle

Zona 10

Guatemala, Guatemala

Departamento de Industrias

Ministerio de Economia

6a Avenida 5-34, Zona 1

Guatemala, Guatemala
D. Government Representation

HONDURAS

Banco Nacional de Fomento

(National Development Bank)

Tegucigalpa, D.C., Honduras

CCTI (Centro Cooperativo Tecnico Industrial)

3er Piso Edificio Cantero

Tegucigalpa, Honduras

NICARAGUA

INFONAC (Instituto Nacional de Fomento)

Departamento de Promocion Industrial

5a Calle y Primera Avenida N.O.

Managua, Nicaragua

Nicaraguan Industrial Promotion Office

(Branch of INFONAC)
Union Carbide Building, Suite 2065

270 Park Avenue

New York, New York

REGIONAL OFFICES

CABEI, (Banco Centroamericano de Integracion Economica,

BCIE)

Apartado Postal 772

Tegucigalpa, Honduras

The Central American Republics are represented in Wash-

ington by their individual embassies:

Embassy of Costa Rica, 2112 S Street, NW., Washington,

D.C. 20008.

Embassy of El Salvador, 2308 California Street, NW., Wash-

ington, D.C. 20008.

Embassy of Guatemala, 2220 R Street, NW., Washington,

D.C. 20008.

Embassy of Honduras, 4715 16th Street, NW., Washington,

D.C. 20011.

Embassy of Nicaragua, 1627 New Hampshire Avenue, NW.,

Washington, D.C. 20009.

The U.S. cities which have Consulate General offices of one

or more of the Cacm countries follow. The street addresses

and telephone numbers of these foreign consular offices are

carried in local telephone directories.

Chicago, 111.: Guatemala.

Houston, Texas: Costa Rica.

Los Angeles, Calif.: Costa Rica, Guatemala, Honduras.

Miami, Fla.: Costa Rica, El Salvador, Guatemala, Nicaragua.

New Orleans, La.: Costa Rica, El Salvador, Guatemala, Hon-

duras, Nicaragua.

New York, N.Y. : El Salvador, Guatemala, Honduras,

Nicaragua.

San Francisco, Calif.: Costa Rica, El Salvador, Guatemala,

Nicaragua.

San Juan, Puerto Rico: Costa Rica, Guatemala.

Tampa, Fla. : Guatemala.

The United States maintains embassies in the Capital Cities

of each Central American country. In addition, there is a U.S.

Consulate in San Pedro Sula, Honduras.
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E. Central American Agreement on

Fiscal Incentivesfor

Industrial Development
1

The Governments of the Republics of Guatemala, El Salvador,

Honduras, Nicaragua and Costa Rica,

With a view to stimulating the industrial development of

Central America through joint action and thus improving the

living conditions and welfare of their peoples,

Considering that industrialization contributes substantially to

the fulfilment of this aim and ensures a more effective use

of the human and material resources of their countries,

Being convinced of the need to standardize the provisions

on fiscal incentives to industrial development and to co-ordinate

their application as between the member countries,

In compliance with article XIX of the General Treaty on

Central American Economic Integration, signed at Managua,
Nicaragua, on 13 December 1960.

Have decided to conclude the present Agreement . . .

Ig) Low-cost housing construction. In this case, an exemp-
tion from the payment of import duties on building materials

may be granted only if Central American substitutes suitable

as regards to quality, quantity and price are unavailable.

The foregoing exceptions shall not include any processing

of the relevant products that is classified as manufacturing;

such processes shall be governed by the provisions of this

Agreement.

Chapter III

QUALIFYING ENTERPRISES

Article 4

The regime of fiscal incentives provided for in this Agree-

ment shall apply to enterprises having industrial plants which,

by the use of modern and efficient manufacturing methods for

the processing of raw materials and semi-finished goods,

produce articles that are necessary for the development of other

productive activities or for meeting the basic needs of the

population, that replace articles imported on a substantial

scale or that increase the volume of exports.

The contribution of such plants to economic development
shall also be evaluated on the basis of the value added figures

or percentages of the relevant industrial process and the extent

to which national or regional raw materials or semi-finished

goods and, in general, the natural resources, manpower and
capital resources of Central America are used.

Chapter I

PURPOSES OF THE AGREEMENT

Article 1

The Contracting States agree, in conformity with the follow-

ing provisions, to establish a uniform Central American regime
of fiscal incentives to industrial development that will promote
the integration and balanced economic development of Central

America.

Chapter II

APPLICATION

Article 2

The regime referred to in the preceding article shall apply

to the establishment or expansion of manufacturing industries

that contribute effectively to the economic development of

Central America.

Article 3

The Contracting States shall not grant to manufacturing
industries any fiscal benefits differing in nature, amount or

duration from those provided for in this Agreement. This pro-

vision shall not apply to exemptions from municipal or local

taxes.

With the exception of the following activities, which may
be governed by national laws or regulations, the Contracting
States shall not grant fiscal benefits to productive activities not

coming under the provisions of article 2:

(a) Mining;
lb) Extraction of petroleum and natural gas;

(c) Forestry and timber cutting;

(d) Fishing, fish farming, whaling and allied activities;

(e) Service industries and activities:

(/) Agricultural activities;

1 Economic Commission for Latin America, Report of the Central American

Economic Co-operation Committee, E/CN. 12/672, United Nations, New York,

1964.

Chapter IV

CLASSIFICATION OF ENTERPRISES

Article 5

Enterprises that fulfil the conditions set out in chapter III

shall be classified in group A, B or C as follows:

Group A shall include those enterprises that:

(a) Produce industrial raw materials or capital goods; or
(6) Produce consumer goods, containers or semi-finished

goods, on condition that at least 50 per cent of the total value
of the raw materials, containers or semi-finished goods used
are of Central American origin.

Group B shall include those enterprises that:

la) Produce consumer goods, containers or semi-finished

goods;

lb) Bring about a substantial net improvement in the balance
of payments and a high value added in the industrial process;

and

(c) Use raw materials, containers and semi-finished goods

which in terms of value, are wholly or mainly of non-Central

American origin.

Group C shall include those enterprises that:

(a) Do not meet the conditions for groups A and B; or

(b) Merely assemble, pack, package, cut or dilute products;

or

(c) Form part of the industries specified in annex 1 to this

Agreement.
This article shall be applied in conformity with the definitions

set out in annex 2 to the Agreement. In the classification of

enterprises in group A, item (a), reference shall be made to

the schedule of capital goods and industrial raw materials to

be prepared for this purpose by the Executive Council of the

General Treaty on Central American Economic Integration

within thirty days from the date on which this Agreement
comes into force.

Article 6

Subject to a favourable technical opinion from the Permanent
Secretariat of the General Treaty based on studies requested

from the Central American Research Institute for Industry,
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the relevant national administrative authority may classify in

group A an enterprise meeting the requirements for group
B, and using efficient industrial processes, which expends in

direct labor costs a sum representing a high proportion of
the total cost of production.

The general procedure prescribed by article 29 of this Agree-
ment shall also apply to any classification order or decree
that the national administrative authority may issue on the

basis of the present article.

Article 7

An industrial enterprise in group A or B shall be classified

as a new or existing industry.

An enterprise shall be classified as a new industry:

(a) If it manufactures articles not produced in the country;
or

(6) If it manufactures articles that are produced in the
country by primitive production methods, and if the new plant

fulfils the following two conditions:

(i) It meets a large part of the unsatisfied demand of the

domestic market; and
( ii ) It introduces radically different technical manufacturing

processes that change the structure of the existing industry
and bring about increased productivity and lower costs.

In order to determine whether an enterprise meets the
requirements enumerated in item (6t and may thus be classified

as a new industry, the authorities responsible for the applica-

tion of the agreement in each country shall request and con-
sider a favourable technical opinion from the Permanent
Secretariat of the General Treaty.

Industries not coming under item (n) or (6) shall be
classified as existing industries.

Article 10

Reimbursement by any member State of the amount of
duties and charges paid on imports of raw materials, semi-
finished goods and containers used in the production of goods
exported to countries outside Central America shall be regarded
as consistent with the terms of this Agreement.

Chapter VI

GRANT OF BENEFITS

Article 11

The enterprises classified in group A as new industries shall

receive the following benefits:

(ffl Total exemption from customs duties and related

charges, including consular fees, on imports of machinery and
equipment, for ten years;

ib) Exemption from customs duties and related charges,
including consular fees, on imports of raw materials, semi-

finished goods and containers, as follows: 100 per cent exemp-
tion for the first five years, 60 per cent for the next three years

and 40 per cent for the next two years;

(c) Total exemption from customs duties and related

charges, including consular fees, on imports of fuels for

exclusive use in the industrial process, except petrol, for five

years

;

(<£) Total exemption from taxes on income and profits, for

eight years;

(e) Total exemption from taxes on assets and net worth,
for ten years.

Chapter V

FISCAL BENEFITS

Article 8

The fiscal benefits to be granted in accordance with this

Agreement are:

I. Total or partial exemption from customs duties and
related charges, including consular fees but not charges for

specific services, levied on the importation of the articles listed

below, when such articles are essential for the establishment
or operation of the enterprises and no suitable Central Ameri-
can substitutes are available:

(a) Machinery and equipment;
(b) Raw materials, semi-finished goods and containers;

(c) Fuels for exclusive use in the industrial process proper,

except petrol. No exemption in respect to this item shall be
granted to an industrial enterprise for its transport operations,

or for the generation of its own power when there is an
adequate supply provided by public utility plants.

II. Exemption, for the enterprise and its members, from
income and profits taxes on earnings from the qualifying
activities. This exemption shall not be granted if the enterprise

or its members are subject in other countries to taxes that

make the exemption ineffective.

III. Exemption from taxes payable on assets and net worth
by the enterprise or by its owners or shareholders in respect

of the qualifying activities.

Article 9

Any enterprise classified in accordance with this Agreement
shall be entitled, as long as the Agreement remains in force,

to deduct from its profits subject to taxes on income or
profits, the sums reinvested in such machinery or equipment
as serves to increase the productivity or productive capacity
of the enterprise and of the branch of industry in question in

the Central American region. The sums reinvested in any
year may be deducted only from the profits earned during
the same year in the qualifying activities.

Article 12

The enterprises classified in group A as existing industries

shall receive the following benefits:

(a) Total exemption from customs duties and related

charges, including consular fees, on imports of machinery and
equipment, for six years;

(b) Total exemption from taxes on income and profits, for

two years;

< c ) Total exemption from taxes on assets and net worth,
for four years.

Article 13

The enterprises classified in group B as new industries shall

receive the following benefits:

(a) Total exemption from customs duties and related

charges, including consular fees, on imports of machinery and
equipment, for eight years;

(6) Exemption from customs duties and related charges,

including consular fees, on imports of raw materials, semi-

finished goods and containers, as follows: 100 per cent for

the first three years and 50 per cent for the next two years;

(c) Exemption from customs duties and related charges,

including consular fees, on imports of fuels for exclusive use

in the industrial process, except petrol, as follows: 100 per cent

for the first three years and 50 per cent for the next two years;

(d) Total exemption from taxes on income and profits, for

six years;

(e) Total exemption from taxes on assets and net worth,

for six years.

Article 14

The enterprises classified in group B as existing industries

shall be granted a total exemption from customs duties and
related charges, including consular fees, on imports of ma-
chinery and equipment, for a period of five years.
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Article 15

The enterprises classified in group C shall be granted a total

exemption from customs duties and related charges, including

consular fees, on imports of machinery and equipment, for a

period of three years.

Article 16

Classified enterprises which produce industrial raw materials

or capital goods and which during the period for which benefits

are granted, use, or reach the point where they use, Central

American raw materials representing at least 50 per cent of

the total value of their raw materials shall be granted the

total exemption from the taxes referred to in article 11, items

(d) and (e), and article 12, items (b) and (c), for an addi-

tional period of two years.

Article 17

Where a qualifying enterprise proposes to set up a plant in

a branch of industry in respect of which other enterprises

of the same country have already been granted the fiscal bene-

fits applicable to new industries under this Agreement it shall

be entitled to the same benefits in return for complying with the

same commitments and obligations, but only for the period

that remains before the benefits initially granted are due to

terminate.

If the unexpired period referred to in the preceding para-

graph is less than the period of the benefits applicable to

existing industries, the said enterprise shall, upon the termina-

tion of such unexpired period, be granted the benefits applicable

to existing industries, but only for the time that remains before

such benefits expire as provided in the relevant classification

order or decree.

Article 18

The period of exemption from taxes on income or profits

shall be reckoned from the tax year in which the classified

enterprise begins production or, if production has already

begun, from the tax year in which the classification order or

decree enters into force.

The first year of the period of exemption from taxes on
assets and net worth shall be the year in which the classifi-

cation order or decree is published.

Article 19

The period of exemption from customs duties and related

charges shall, in the case of machinery and equipment, be
reckoned from the date on which the first importation of any
of these goods is effected.

The period of the customs exemptions for raw materials,

semi-finished goods, containers and fuels shall be reckoned
from the date on which the first importation of any of these

goods is effected.

Between the time that a request for classification is sub-

mitted and the classification order of decree enters into force,

the Contracting States may allow imports of goods entitled

to customs exemptions, on condition that the persons con-
cerned guarantee, by means of a security or deposit, the amount
of the import duties and charges for which they are liable.

Article 20

A qualifying enterprise that proposes to invest in the expan-
sion of its industrial plant shall be granted a customs exemp-
tion on imports of machinery and equipment, and an exemption
from taxes on assets and net worth, in both cases for the
amounts and periods specified for the applicable classification

group. The exemption from taxes on assets and net worth
shall apply only to the additional investment.

Chapter VII

CO-ORDINATION

Article 21

The States parties to this Agreement undertake to co-ordinate

their efforts in applying it and to take the necessary measures

to ensure that the granting of fiscal exemptions will not

lead to competitive inequalities which might hamper or distort

the process of intra-Central American trade based on economic

integration.

Article 22

This agreement shall be applied at the national level by

the competent administrative authority.

Article 23

In conformity with article XIX of the General Treaty on

Central American Economic Integration, the Executive Council

shall be the body responsible for co-ordinating the application

of this Agreement at the regional level. In fulfilling this func-

tion it shall consider and resolve any difficulty or conflict

between the Contracting Parties to which the application of the

Agreement may give rise.

Article 24

The application of this Agreement, in so far as the qualify-

ing and classifying of industries is concerned, shall be placed

on a wholly Central American basis not later than seven years

after the entry into force of the Agreement.

Where the classification of an enterprise has been effected on

a wholly Central American basis in conformity with this

article, the Governments of the Contracting States may not

apply the provisions of article 25.

Article 25

During the first seven years that this Agreement is in

force, enterprises that propose to engage in industries that

exist in one or more of the countries, but not in others in

the latter countries may be classified at the national level as

new industries and be granted the benefits applicable to such

industries and to the classification assigned to the industries

in the three groups set out in article 5.

Article 26

Exemptions in respect of imports of raw materials, semi-

finished goods and containers which are granted to an enter-

prise in any member State under this Agreement or under the

national legislation, and which affect the existing competitive

situation in the Central American Common Market, may be
granted, either wholly or in part, in the other countries to

enterprises producing the same articles, for the period that

remains before such exemptions expire, but only if the

following conditions are also fulfilled:

(a) The amount of the import duties on the raw materials,

semi-finished goods and containers used represents that pro-

portion of the total cost of production which is the determin-

ing factor in the change in the competitive situation; and
(6) A favourable opinion is forthcoming from the Executive

Council of the General Treaty to the effect that to grant the

exemptions in respect of raw materials, semi-finished goods
and containers to the plants in other countries will restore, or

tend to restore, the competitive situation that should exist in

the Common Market.
The opinion shall be given by the Council at the request

of the Government or Governments concerned and shall be
based on cost data relating to a given period of actual produc-
tion and not on estimates contained in production plans. The
opinion shall have effect in relation to the State or States

requesting it. If it is favourable, the granting of the exemp-
tions shall be optional.
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Article 27

Where a request for the development of an industrial invest-

ment project submitted in one country by any enterprise has

been rejected by the national administrative authority, and the

rejection has been confirmed by the Executive Council, no
enterprise may become qualified or be classified in any of the

other member States with respect to the same investment

project.

Article 28

If a Contracting State considers that an enterprise has in an-

other of the other countries been classified in a group other than
that to which it should belong in accordance with the present

Agreement, that State may submit the case to the Executive

Council within a period of three months from the date of

publication of the classification order or decree. The Executive

Council shall determine what classification group should apply
to the enterprise and shall communicate its decision to the

national administrative authority concerned. That authority

shall be required to make the appropriate changes in the said

order or decree.

Article 31

A summary of the application, containing the name of the

applicant or title of the firm, a list of the products, the type

of industry and the classification requested, shall be published
in the Official Gazette and in a newspaper of general circula-

tion. On the basis of such publication, an objection to the

classification and to the granting of the benefits requested may
be lodged by any individual or body corporate in the cases

and according to the procedure laid down in the regulations

for the application of this Agreement and in the national

legislation.

Article 32

The national administrative authority shall evaluate the

project to which the request relates. The evaluation, the request

and the technical and economic study shall be considered by
a national advisory commission. The commission shall submit
to the national administrative authority an opinion indicating

the classification it considers appropriate for the applicant

enterprise.

Chapter VIII

PROCEDURES

Article 29

Requests for exemptions under this Agreement shall be
submitted to the national administrative authority and shall

contain at least the following particulars:

(a) Name, address and nationality of the applicant and,

in the case of a company, the name of the manager, the type

of company and, where applicable, the names of the members
of the board of directors;

(b) Amount, composition and origin of the capital, invest-

ment plans and proposed production capacity;

(c) Site of the plant;

id) Description of the products;

(e) Proposed dates on which construction of the plant is

to be started and finished and production is to begin;

(/) The raw materials, semi-finished goods, containers, ma-
chinery and equipment that the enterprise proposes to import
during the first five years, with or without exemptions, and esti-

mated consumption of such raw materials per unit of output;

(g) Classification requested.

Article 33

The classification order or decree issued by the national

administrative authority shall take effect when it has been
accepted in writing by the applicant and published in the

Official Gazette.

Article 34

The classification order or decree shall include the following

particulars:

(a) The classification of the enterprise and the products it

will manufacture;

(6) The benefits granted, including a list of all the articles,

classified according to NAUCA, benefiting from customs
exemptions;

(c) The period within which construction of the plant is

to be started and finished:

(rf) The period within which production is to begin, this

period not to exceed two years from the date on which the

classification order or decree comes into force, although in

exceptional circumstances it may be extended for not more
than three years;

(e) The other obligations of the enterprise.

Article 30

In addition to the particulars specified in the preceding
article, the applicant shall submit to the national administrative
authority a technical and economic study containing at least

the following information:

(a) The market conditions of the industry in question,

especially as regards existing production capacity, present im-
ports and the effects of the additional output on the balance
of payments;

(b) Evidence of the adequacy of the investment for the type
of industry and enterprise in question;

(c) Labour requirements;
(d) The low materials that will be used and, if of foreign

origin, their source and the possibility of replacing them
with materials of Central American origin; also the value
added in the industrial process;

(e) Value, quality and type of the installations, machinery
and equipment that will be used and, in general, the efficiency

of the manufacturing processes that will be employed;
(/) The uses, characteristics and estimated costs and prices

of the final product;

(g) The ability of the enterprise to operate economically
after the period of the benefits has expired.

Article 35

The Permanent Secretariat shall make a monthly report to

the Governments on the requests which have been submitted

and the classifications orders and decrees which have been

issued. The national administrative authorities shall provide

the Permanent Secretariat with the necessary information for

this purpose, including information on requests that have

been rejected, and shall also provide an annual report of a

general nature on the application of the Agreement.

Article 36

The fiscal benefits provided for in this Agreement may be

granted only to the persons or enterprises that are going to

make the industrial investment and not to anyone who is acting

merely as an agent.

The said benefits may be transferred to other persons or

enterprises, on condition that they meet the same requirements

as the initial beneficiaries.

Requests for transfer shall be submitted to the national

administrative authority, which shall take the appropriate action.
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Chapter IX

SUPERVISION

Article 37

The national administrative authority shall periodically de-

termine whether the undertakings given by the enterprises

classified in accordance with this Agreement are being com-

plied with. For this purpose, and in particular as a means of

determining whether the exemptions are being properly used,

the enterprises shall provide whatever information and data

are requested by the national administrative authority and
shall permit any inspection that may be necessary.

The information furnished by each enterprise shall be treated

by the national administrative authority as confidential.

Chapter XI

PREFERENCE FOR CENTRAL AMERICAN PRODUCTS

Article 42

The Governments, the independent or decentralized State

agencies, the municipalities and all public organs of the Con-
tracting Parties shall give preference, in their purchasing, to

products of Central American origin, on condition that these

are equal or lower in price and similar in quality by comparison
with imported products. For purposes of price comparison,

the price components of a non-Central American product shall

be deemed to include 50 per cent of the import duties and
related charges and of other costs of inward clearance even
though the purchasing body has been granted an exemption
therefrom.

Chapter X

PENALTIES

Article 38

Any improper use of imported articles which have benefited

from the customs exemptions provided for in this Agreement
shall be sufficient grounds for imposing on the enterprise

granted the exemption a fine of three to ten times the total

amount of the customs duties and related charges not paid on

the said articles and/or for cancelling the classification order or

decree, without prejudice to the other legal provisions in force

in each country.

Any imported article that has been granted an exemption
may be transferred or be used for another purpose, on condi-

tion that the exempted duties and charges are paid.

Subject to the authorization of the national administrative

authority, the articles aforesaid may be transferred without

the need to pay the exempted duties and charges if they are

transferred outside Central America or to a consignee who is

also entitled to import them with the benefit of a customs

exemption.

Machinery or equipment that has been imported with the

benefit of an exemption may be transferred or used for

another purpose without restriction when more than five years

have elapsed since the date of import.

Article 39

The national administrative authority shall revoke the classi-

fication order or decree if the enterprise fails to comply with

the obligation to begin production within the period specified

in article 34, item id), and it shall be incumbent on the

enterprise to pay the Treasury the amount of any taxes from
which it has been exempted.

Article 40

If the beneficiary fails to comply with any of his other
obligations under this Agreement or under the classification

order or decree, the national administrative authority may
cancel such order or decree.

Article 41

It shall be considered an unfair trade practice to export from
one Central American country to another any product whose
cost has been reduced by reason of the improper use of the
fiscal benefits that have been granted or by reason of a
classification order or decree that is not in accord with the

terms of this Agreement. Such practices shall be subject to the

procedures and penalties provided for in chapter III of the

General Treaty on Central American Economic Integration.

Chapter XII

FINAL PROVISIONS

Article 43

This Agreement shall be submitted for ratification in each
Contracting State in conformity with its respective constitu-

tional or legislative procedures and shall enter into force eight

days after the date of deposit of the fifth instrument of

ratification.

Article 44

The General Secretariat of the Organization of Central

American States shall act as depository of this Agreement and
shall send a certified copy thereof to the Ministry of Foreign
Affairs of each of the Contracting States and to the Permanent
Secretariat of the General Treaty, and shall notify them
forthwith of the deposit of each instrument of ratification.

Upon the entry into force of the Agreement, it shall also

transmit a certified copy thereof to the Secretariat of the

United Nations for registration in conformity with Article

102 of the United Nations Charter.

Article 45

The duration of the present Agreement shall be contingent
upon that of the General Treaty on Central American Economic
Integration.

Article 46

This Agreement shall supersede such provisions of general or

special legislation as may be in conflict therewith.

Article 47

The Contracting States shall adopt uniform regulations for

the application of this Agreement within a period of not more
than thirty days from the date in which the Agreement comes
into force. These regulations shall be prepared by the Executive
Council.

Chapter XIII

TRANSITIONAL PROVISIONS

First transitional article

Enterprises which have been admitted to the benefits of

national legislation on industrial development shall continue
to be entitled to any fiscal benefits that may have been granted
to them by such legislation, except as provided in the following
paragraphs of this article. They may, in addition, be granted
benefits equal to the maximum benefits extended by the na-
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tional authorities to other enterprises producing the same
articles in some other Central American country, but only for

the time that remains before such benefits are due to terminate.

Exemptions which, under national legislation or industrial

development, have been granted for the import of building

materials shall become null and void thirty days after the

entry into force of this Agreement. Exemptions which under
national legislation have been granted for the import of

machinery and equipment, raw materials, semi-finished goods,

containers and fuels shall be subject to the provisions of article

IX of the General Treaty on Central American Economic
Integration.

Exemptions which, under national legislation of a general

or specific character for the development of manufacturing
industries, have been granted to an enterprise shall become
null and void if, within one year from the date of the classifi-

cation order or decree, or six months from entry into force

of this Agreement, whichever of the two periods is the later,

the said enterprise has not made use of any of the benefits

extended to it.

Second transitional article

Any enterprise which, upon the entry into force of this

Agreement, has been granted fiscal exemptions under national

legislation may, within a period of six months, ask to be
reclassified in accordance with the Agreement. If it is re-

classified, it shall be granted the corresponding benefits, but

the period of these benefits shall be reduced by such portion

of the period of benefits under national legislation as has

expired.

Third transitional article

Any enterprise admitted to the benefits of national legislation

and classifiable in group C under this Agreement shall, if it is

not reclassified in accordance with the preceding article and if

it exports its products to any Central American country, be

regarded as benefiting from export subsidies. Such exports

shall in consequence be subjected to the guarantee procedure
and other provisions of article XI of the General Treaty, with
the exception of the provisions of the fourth paragraph of that

article.

Fourth transitional article

A Government may grant to any enterprise classifiable in

accordance with this Agreement benefits equal to and valid

for the same period as the maximum benefits which in their

own or another Central American country, have been extended

to enterprises producing the same articles by the relevant

national authorities. Upon the expiration of the benefits granted

by the said national authorities, the enterprise shall receive

the benefits provided for in this Agreement during such time
as remains before the latter benefits are due to expire.

Fifth transitional article

For the purpose of applying the principle of balanced eco-

nomic development as between the Central American countries,

the Signatory States agree that the national administrative

authority of the Republic of Honduras may grant for two
years, and the national administrative authority of the Republic
of Nicaragua may grant for one year, to any enterprise which
according to this Agreement is classified as a new industry in

group A or B, an exemption from the tax on income or profits

and from the tax on assets and net worth in addition to the

exemptions applicable to such enterprise. These additional

benefits shall be granted during the first ten years that this

Agreement is in force.

Sixth transitional article

The Contracting States shall draw up and sign a protocol

to this Agreement setting out the regime of fiscal incentives

that shall be applicable to enterprises engaged in the manu-
facture of pharmaceutical and medicinal preparations. Until

the said protocol enters into force, such enterprises shall be
classified and receive benefits as provided in this Agreement.

Seventh transitional article

The Contracting States undertake to sign, not later than
one year after the entry into force of this Agreement, an
additional protocol thereto establishing the regime of fiscal

incentives applicable to assembly plants.

The said protocol shall specify, inter alia:

ia) The assembly activities which may be admitted to the

benefits of the protocol;

(6) The system of fiscal incentives that shall apply to assem-

bly plants, and, in particular, the qualifying and classification

criteria, the amount and duration of the fiscal benefits, and the

particulars of regional co-ordination;

(c) The requirements and obligations to which assembly
plants shall be subject as regards the production or use of

components of Central American origin;

(d) The trade regime to which the various assembled articles

shall be subject within the Central American Common Market.
Until the said protocol enters into force, the assembly activi-

ties to which this article applies shall be entitled only to an
exemption of three years on imports of machinery and equip-

ment, and the said activities may be brought within the scope

of any or all of the provisions of this Agreement.

Eighth transitional article

For the purpose of classifying enterprises in group A, item

(a), of article 5 of this Agreement, and until the Executive

Council of the General Treaty prepares the schedule of capital

goods and industrial raw materials referred to in the last

paragraph of that article, the Contracting Parties shall be

guided solely by the definitions set out in annex 2 of this

Agreement.

Annex 1

Schedule of products of industries classifiable in Group C

For the purpose of the industrial classification referred to

in article 5 of this Agreement, qualifying enterprises that are

INTERNATIONAL COMMERCE

Infernational Commerce is the principal periodical published

in the international affairs area of the U.S. Department of

Commerce.

A weekly news magazine, it offers authoritative and concise

international marketing information and reports demonstrating

the potential advantages to U.S. businessmen of selling their

products abroad.

The magazine carries feature articles on significant develop-

ments in the U.S. export trade expansion and other programs,

and on the accomplishments of U.S. trade missions; analyses of

U.S. and foreign trade; and reports on outstanding activities of

such organizations as GATT, the Common Market, Eximbank, the

World Bank, ECAFE, and ECSC.

Cost of annual subscription is $16 ($5 additional for foreign

mailing).

Remittance should be made payable to the Superintendent of

Documents and mailed either to a Department of Commerce field

office or to the Superintendent of Documents, U.S. Government

Printing Office, Washington, D.C., 20402.
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engaged in the manufacture of leather footwear, in the cutting

and making up of clothing or in the manufacture of the

products listed in this annex shall be classified in group C.

Uniform tariff

classification

Industry or activity producing .' {NAUCA)

1. Beverages
Mineral water 111-01-01

Water, aerated, flavoured or not 111-01-02

Non-alcoholic beverages, n.e.s 111-01-03

Dessert wine 112-01-02

Champagne 112-01-03

Other sparkling wines, n.e.s 112-01-04

Other wines, including grape must, n.e.s. 112-01-05

Beer and other fermented cereal beverages 112-03-00

Bitters and similar preparations 112-04-01

2. Tobacco manufacturers
Cigars and cheroots, manufactured with to-

bacco produced outside Central America 122-01-00

Cigarettes 122-02-00

Tobacco otherwise prepared 122-03-00

3. Perfumery, cosmetics and other toilet prepara-

tions (except soaps and dentifrices)

Perfumes 552-01-01

Lotions, eau de cologne and toilet water 552-01-02

Cosmetics 552-01-03

Toilet powder 552-01-04

Hair dyes, tonics, pomades, shampoos and
other hair preparations 552-01-05

All other toilet preparations, n.e.s., including

shaving creams, depilatories, etc 552-01-07

Scents, fumigants and other air-perfuming

preparations, including room deodorants 552-01-08

Annex 2

For the purposes of article 5 of the Agreement, the term:

"Industrial raw materials" means goods which have been
produced by the manufacturing industry from raw materials

by means of an initial processing that has changed their

nature or form and incorporateld a high proportion of value

added, and which are intended for use in further industrial

processes.

For the purposes of classification in groups A and B in

so far as the use of raw materials of regional origin is con-

cerned, account shall be taken, in addition to the raw materials

appearing in the schedule drawn up by the Executive Council

in accordance with the foregoing definition, of the com-

ponents of the industrial raw materials and of the primary

commodities used in the production of such components.
"Capital goods" means goods used to process or transform

other products, or to provide a service of a productive nature,

that are not consumed in a single production cycle.

OVERSEAS BUSINESS REPORTS

These reports are published by the Bureau of International

Commerce and the Business and Defense Services Administration

of the U.S. Department of Commerce. They offer basic data on

individual countries or a geographic area.

Each report covers a specific subject, such as the general

economy of the country or area; business organization; economic

and marketing data; investment laws and policies; import tariff

systems; licensing and exchange controls; shipping documents,-

labeling and marking; commodity information; patent and trade-

mark regulations; monthly total U.S. export-import trade; U.S.

trade with major countries or areas; foreign trade of individual

countries; and world trade reviews.

Annual subscription $18. $12 additional for foreign mailing.

A complete list of titles, with prices, for individual countries is

contained in Checklist of International Business Publicaiions. This

checklist is issued twice a year and may be obtained at no cost

from any U.S. Department of Commerce field office.

SHIPPING CARGO. Nicaraguan mahogany logs on Iheir way into export markets. (Pan American Union photograph.)
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TABLES
Table 1. Area, population, rate of growth, density, rural and urban distribution, and literacy rate, by country, 1963

Country

Population

Area Population Rate of density Rural (%)« Urban Literacy

(sq. mile) 1 (millions) 2 growth (%) 3 (per sq. mile) 1 (%)' rate (%)>

19,652 1.3 3.9 66 65.3 34.7 88
8,170 2.5 2.8 325 60.7 39.3 43

42,042 4.3 3.0 97 75.0 25.0 30

43,277 1.9 3.1 46 76.9 23.1 35
57,143 1.5 3.4 28 56.8 43.2 40

Costa Rica. .

El Salvador.

Guatemala .

Honduras. .

.

Nicaragua. .

Sources: ' U.S. Department of Commerce publications taken from official CACM sources; 2 Permanent Secretariat for the General Treaty (Secretaria Permanente del
Tratado General de Integration Economica Centroamericana, SIECA), Carta Informativa, No. 32, June 12, 1964; s U.S. Department of State, Agency for International
Development, AID; 4 Official Government sources.

Table 2. Economically active population, by country and economic sector

Activity

Guatemala

(1962)

El Salvador

(1961)

Honduras

(1961)

Nicaragua

(1950) 1

Costa Rica

(1958)'

Number
employed

Percent

of total

Number
employed

Percent

of total

Number
employed

Percent

of total

Number
employed

Percent

of total

Number
employed

Percent

of total

Agriculture 950,550 68.3 485,380 60.2 381,860 65.7

Mining 1,441 0.1 750 0.1 1,600 0.3

Manufacturing 160,283 11.5 101,210 12.5 44,640 7.7

Construction . 37,632 2.7 33,830 4.2 9,940 1.7

Commerce 75,264 5.4 50,400 6.2 26,560 4.6

Public utilities 1,394 0.1 1,620 0.2 1,120 0.2

Transportation and communications 22,300 1.6 16,750 2.1 8,720 1.5

Service 137,983 9.9 108,980 13.5 69,400 11.9

Other 5,575 0.4 7,670 1.0 36,600 6.3

Total 1,392,422 100.0 806,590 100.0 580,440 100.0

573,973

8,478

96,651

22,043

39,000

1,696

16,088

847,798

1.0

11.4

2.6

4.6

0.2

1.9

10.6

100.0

244,142

900

49,498

19,349

35,539

2,699

15,750

66,598

434,475

56.2

0.2

11.4

4.5

8.2

0.6

3.6

15.3

1 Both Nicaraguan and Costa Rican figures are based on proportions established in the census as shown.

Source: Central American Bank for Economic Integration, A Guide to Market Data in Central America, Tegucigalpa, 1964.

Table 3. Exports of principal commodities, by country, 1963

[Millions of dollars]

Commodity Costa Rica El Salvador Guatemala Honduras Nicaragua Total

Coffee, hulled

Cotton ginned

46.0

.3

22.7

5.0

1.6

.1

.9

3.5

.1

4.2

.7

.3

74.6

37.0

(1)

(1)

2.3

(1)

4.6

1.4

.1

.5

4.8

(1)

1.2

2.0

A
(1)

.1

77.1

24.3

9.5

4.4

6.0

.6

.9

.9

.1

1.0

.2

.1

1.1

.3

(1)

2.3

14.1

2.5

33.3

2.9

(1)

6.9

.4

.5

(1)

(1)

1.9

(1)

2.8

2.1

17.8

40.6

1.3

8.2

3.0

1.9

1.6

5.6

2.9

3.3

(1)

.1

.5

.5

2.7

.1

229.6

104.7

66 8

Meat, fresh, chilled or frozen

Sugar, unrefined (mainly cane)

Lumber, sawn, planed, grooved,

tongued or otherwise surface-

Crustaceans and mollusks

20.5

13.0

9.5

8.4

Cottonseed

Sugar, refined

Coffee extracts and essences. . .

.

8.4

6.6

4.9

Petroleum products.

Cocoa beans

4.8

4.6

Cattle 4.4

Cottonseed oilcake and meal . .

.

3.7

Sesame seed 3.3

Silver ores and concentrates 2.8

2.7

Citronella 2.3

1 Less than $50,000.

Note: Detail may not add to totals because of rounding.

Source: SIECA, Cuarto Compendia Eatadistico Cenlroamcrirano, October 12, 1964.
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Table 4. Total value of exports and percentage share, by country, of CACM total, 1955, 1960, and 1962-64

Millions nf dollars Percent of total

Country 1955 1960 1962 1963 1964' 1955 1960 1962 1963 1964 1

Costa Rica 80.9

El Salvador 106.9

Guatemala 98.7

Honduras 48.1

Nicaragua 80.0

Total 414.6

89.0 93.0 92.5 113.1 19.5 20.0 17.3 15.7 17.(1

116.8 136.3 153.8 178.2 25.8 26.3 27.2 26.1 26.7

112.7 114.5 151.5 155.6 23.8 25.3 21.8 25.8 23.3

63.5 81.5 83.5 94.7 11.6 14.3 15.7 14.2 14.2

68.9 90.2 106.8 125.2 19.3 14.1 18.0 18.2 18.8

loo.o 100.0

1 Preliminary.

Source: Official statistics of the individual countries.

Destination

Table 5. Exports by principal countries of destination, 1963

[Thousands of dollars] 1

Costa Rica El Salvador Guatemala Honduras Total

Western Hemisphere:

United States

Canada

Central America:

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

Belgium-Luxembourg

Italy

Netherlands

Sweden

United Kingdom
West Germany
Other countries

Total

52,739 37,850 66.274 49,915 42.147 248,925

470 620 566 1,832 4,112 7,600

2,354 389 160 1,436 4,339

1,978 11,118 9,200 2,103 24,399

446 16,476 3,210 623 20,755

266 8,477 3,516 597 12,856

1,255 2,921 2,271 238 6,685

2,637 1,381 3,048 82 3,305 10,453

1,586 1,262 3,882 1,375 1,579 9,684

5,674 3,431 6,602 1,797 4,175 21,679

2,584 1,491 2,860 153 7,088

649 78 2,980 687 3,070 7,464

16,723 35,334 24,273 8,215 12,200 96,745

5,493 42,169 23,733 6,790 31,267 109,452

92,500 153,844 83,501 106,767 588,124

1 F.o.b values.

Source: SIECA, Cuarto Compendio Estadittico Centroamericano, October 12, 1964.

Table 6. Imports by principal countries of origin, 1959-63

1959 1960 1962

County

Millions Percent Millions Percent Millions Percent Millions Percent Millions Percent

of dollars of total of dollars of total of dollars of total of dollars of total of dollars of total

235.6 52 249.4 19 229.8 46 254.1 46 289.3 45

42.2 9 52.7 10 47.5 10 50.8 9 57.9 9

22.3 5 32.2 6 31.8 6 34.1 6 42.6 7

21.2 5 22.6 4 21.5 4 24.0 4 28.4 4

18.5 4 16.5 3 21.2 4 19.6 4 16.4 3

15.3 3 18.0 4 20.1 4 21.8 4 22.9 4

107.4 23 122.7 24 123.9 26 147.7 27 189.5 28

462.5 100 514.1 100 495.8 100 552.1 100 647.0 100

United States

West Germany

Japan

United Kingdom

Netherlands Antilles.

Netherlands

Other countries

Imports, total. .

Source: Official statistics of individual countries.
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Table 7. Total imports and imports from the United States, by commodity sections with percentage distribution, 1959-62

Total imports Imports from United States

Commodity section '

Percentage share

Thousands Percentage Thousands of commodity
of dollars of total trade of dollars section total

Food and live animals

1959 59,571 12.9 30,792 51.7

I960 57,739 1 1.2 29,310 50.8

1961 55,581 11.2 27,806 50.0

1962 61,822 11.3 26,930 43.6

1 Beverages and tobacco

1959 5,729 1.2 2,161 37.7

I960 4,982 1.0 1,841 37.0

1961 4,448 0.9 1,747 39.3

1962 4,962 1.0 1,547 31.2

2 Crude materials, inedible, except fuels

1959 4.764 1.0 1,833 38.5

1960 5,373 1.0 2,341 43.6

1961 6,273 1.3 2,626 41.9

1962 7,628 1.4 3,202 42.0

3 Mineral fuels, lubricants, and related fuels

1959 38,532 8.3 7,909 20.5

I960 40.480 7.9 7,881 19.5

1961 41,937 8.5 7,956 19.0

1962 42,462 7.7 8,183 19.3

4 Animal and vegetable oils (not essential oils)

fats, greases, and derivatives

1959 3,022 0.7 1,835 60.7

1960 5,061 1.0 2,755 54.4

1961 5,549 1.1 3,140 56.6

1962 7,009 1.3 4,146 59.2

5 Chemicals

1959 69,692 15.1 39,528 56.7

1960 80,772 15.7 44,604 55.2

1961 81,343 16.4 42,308 52.0

1962 91,313 16.7 45,652 50.0

7 Machinery and transport equipment

1959 112,877 24.4 68,375 57.5

1960 129,357 25.2 73,949 57.2

1961 116,567 23.5 66,045 56.7

1962 139,055 25.4 79,188 57.0

6 & 8 Manufactured goods

1959 166,304 36.0 80,332 48.3

1960 188,443 36.7 85,320 45.3

1961 181,836 36.7 76,541 42.1

1962 191,857 35.0 82,667 43.1

9 Miscellaneous commodities and transactions

1959 2,001 0.4 1,472 73.6

1960 ' 1,932 0.4 1,391 72.0

1961 2,249 0.5 1,580 70.3

1962 2,140 0.4 966 45.1

Total

'

1959 462,492 100.0 235,612 50.9

1960 514,141 100.0 249,441 48.5

1961 495,779 100.0 229,757 46.3

1962 548,246 100.0 252,482 46.1

1 Guatemalan commodity section totals for 1959 include a combination of c.i.f. and f.o.b. values.

2 C.i.f. values, except for Honduras, which is reported as f.o.b. for 1959 only.

Note: Figures may not add to totals due to rounding and to variations in reporting methods used in 1959.

Source: Prepared from official statistics of the individual countries.
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Table 8. U.S. exports to CACM countries, by commodity sections

and principal commodity groups, 1962-64

Table 8. U.S. exports to CACM countries, by commodity sections

and principal commodity groups, 1962-64—continued

Commodity

section

and

group

Description

Commodity

section

and

group

Description 1963 1964

Food and live animals 25,970 '26,105 29,811

04 Cereals and cereal

preparations 16,650 15,278 17,402

041 Wheat (including

spelt) and meslin,

unmilled 6,268 6,745 8,214

046 Meal or flour of

wheat or meslin .. . .1,549 3,342 3,147

081 Feeding-stuff for

animals (not

including unmilled

cereals 2,207 2,502 2,775

1 Beverages and tobacco 1,532 1,277 1,079

2 Crude materials, inedible,

except fuels 2,783 3,090 3,755

3 Mineral fuels, lubricants, and

related materials 5,650 5,896 6,736

332 Petroleum products 5,579 5,860 6,720

4 Animal and vegetable oils

and fats 2,920 2,974 3,634

411 Animal oils and fats 2,577 2,683 3,348

5 Chemicals 36,604 41,150 48,130

541 Medicinal and

pharmaceutical

preparations 8,086 8,392 9,536

554 Soaps, cleansing and

polishing preparations ... 2,181 2,325 2,363

561 Fertilizers, manufactured. . 2,217 4,073 6,416

58^1 Plastic materials,

regenerated cellulose,

and artificial resins 2,948 3,037 4,281

7 Machinery and transport

equipment 73,262 88,812 110,892

Industrial machinery 27,935 35,525 42,527

711 Power-generating

machinery 3,779 4,956 5,561

717

718

712

722

725

732

734

629

641

642

4,155 5,882

27,588 33,822

21,316 26,540

2,425 3,651

82,917 94,830

6,168 6,652

9,390 14,467

Textile and leather

machinery 3,572 6,206 6,389

Machines for special

industries 6,070 7,973 9,517

Agricultural machinery
, ,, . 8,363 8,972 12,576

Electrical machinery 13,206 15,247 19,200

Electric power machinery

and switchgear 2,810 3,663 4,415

Domestic electrical

equipment 3,244

Transport equipment 22,369

Motor vehicles 17,966

Aircraft 2,209

6 & 8 Manufactured goods 79,957

Articles of rubber 5,735

Paper and paperboard . , , . 5,689

Articles of paper pulp,

paper or paperboard . . .. 12,511 10,475 7,858

Cotton fabrics, woven

(not including narrow

or special fabrics) 7,548 7,079 6.863

Textile fabrics, woven,

knitted or crocheted

(not including narrow

or special fabrics other

than cotton) 2,646 3,938 4,892

Metal manufacture 10,567

Clothing (not fur clothing) ... 3,133

Miscellaneous commodities

and transactions 10,595

Domestic exports, total 239,273

Reexports 1,072

Exports, including

reexports, total 240,345 265,540 315,747

Source: Basic data of the U.S. Department of Commerce, Bureau of the

Census,

10,097 11,709

3,601 3,190

12,399 15,116

234,620 313,983

920 1,764

PRODUCTION LINE processes leaf stalks of ihe banana for cordage fiber. (Photograph of United Fruit Company.)
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Table 9. Grand total of commodity imports, and imports from the United States,

for each Central American Common Market country, 1959-62

[Thousands of dollars]

Commodity

section,

group

and item

1960 1961

Description Countr Imports,

total

Imports

from U.S.

Imports,

total

Imports

from U.S.

Imports,

total

Imports

from U.S.

Imports,

total

Imports

from U.S.

Grand total of commodity

imports, sections 0-9 1

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

46-2,492

102,664

99,537

3134,003

61,837

66,841

'235,612

50,022

44,169

'73,686

-32,968

34,767

514,141

110,388

122,402

137,865

71,774

71,712

249,441

251,616

52,495

67,504

40,080

37,746

495,779

107,161

108,708

133,555

72, 004

74,351

229,757

49,868

42,621

63,433

-37,486

36,349

548,246

113,346

124,795

132,086

79,783

98,226

252,482

52,588

45,471

63,695

41,251

49,477

1 C.i.f. values, except for Honduras which is reported as f.o.b. in 1959 only.

- Details may not add to totals due to discrepancies in reported data.

3 Commodity sections, groups, and items are a combination of c.i.f. and f.o.b. values; amounting to $131,614,000 for total imports and $72,448,000 fori mports

from the United States.

Source: Prepared from official statistics of individual countries.

Table 10. Imports of manufactured goods, total, and from the United States, by principal commodity groups and items, 1959-62

[Thousands of dollars]

Commodity

section,

group

and item

Description

6 and 8 Manufactured goods, group total.

Paper and paperboard, item total.

Articles made of pulp, paper, and

paperboard, item total

Countrv Imports. Imports Imports. Imports Imports, Imports Imports. Imports

total from U.S. total from U.S. total from U.S. total from U.S.

166,304 80,332 188,443 85,320 181,836 76,541 191,857 82,667

Costa Rica 37,486 16,548 42,018 17,471 42,735 17,801 44,940 20,845

El Salvador 34,615 16,466 43,141 18,324 37,574 14,414 41,318 14,853

Guatemala 45,931 23,796 48,900 22,308 44,980 18,359 41,699 18,283

Honduras 25,462 12,305 28,742 14,680 31,667 15,025 32,311 15,076

Nicaragua 22,810 11,217 25,642 12,537 24,880 10,942 31,589 13,610

7,463 3,272 8,503 3,761 8,738 3,999 11,060 5,511

Costa Rica 2,072 1,022 2,354 1,086 2,246 1,124 3,381 1,947

El Salvador 1,988 551 1,985 475 2,486 882 2,974 1,161

Guatemala 2,391 1,114 2,473 1,330 2,113 1,090 2,470 1,265

Honduras 757 429 868 480 934 500 1,005 543

Nicaragua 255 [56 823 390 959 to:! 1,230 595

5,300 4,029 6,879 5,239 8,628 6,714 9,768 7,021

Costa Rica 1,232 985 1,841 1,457 2,466 2,026 4,457 3,834

El Salvador 1,201 717 1,648 1,008 1,255 858 1,480 866

Guatemala 1,263 1,060 1,281 1,093 1,434 969 1,367 1.057

Honduras 753 571 1,145 941 2,539 2,255 1,014 593

Nicaragua 8.11 696 964 7 to 934 606 1,450 671

Cotton fabrics of standard type

(not including narrow and special

fabrics), item total 18,052 9,232 23,589 9,819 22,315 8,182 19,836 6,764

Costa Rica 3,525 1,640 4,142 1,670 3,985 1,497 3,880 1,595

El Salvador 2,854 875 5,218 1,127 4,232 567 4,253 782

Guatemala 5,703 3,526 6,892 3,312 5,924 2,352 3,895 1,701

Honduras 2,461 1,593 3,002 2,087 4,340 2,390 3,885 2,470

Nicaragua 3,509 1,598 4,335 1,623 3,834 1,376 3,923 216

Textile fabrics of standard type

(not including narrow and special

fabrics) other than cotton, item

total 9,706 2,632 9,431 2,698 9,620 2,217 9,178 2,701

Costa Rica 2,509 824 2,691 772 2,286 613 2,741 752

El Salvador 1,359 692 1,964 724 1,526 505 1,985 704

Guatemala 1,179 459 1,047 444 1,538 491 1,195 432

Honduras 3,875 342 2,711 437 3,649 455 2,668 498

Nicaragua 784 315 1,018 321 621 153 859 315
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Table 10. Imports of manufactured goods, total, and from the United States, by principal commodity

groups and items, 1959-62—Continued
[Thousands of dollars]

Commodity
section

and

1959 1960 1961 1962

Description Country Imports, Imports Imports, Imports Imports, Import s Imports, Imports

group total from U.S. total from U.S. total from U.S. total from U.S.

681

Costa Rica

16,455

4,671

5,227

1,130

21,011

5,677

5,436

1,218

18,575

6,505

4,327

1,195

19,022

5,999

5,014

1,332

El Salvador 2,986 791 4,418 1,142 4,065 1,060 3,764 818

Guatemala 6,392 2,012 7,255 1,947 5,507 1,081 5,675 1,150

Honduras 1,522 881 2,762 718 1,764 621 2,770 1,286

Nicaragua 884 413 899 411 734 370 814 428

841 Clothing, except fur clothing, item

total 10,483 6,44 10,545 5,708 10,253 4,589 8,998 4,104

Costa Rica 2,171 1,387 2,328 1,307 2,089 924 1,367 755

El Salvador 2,849 1,846 3,052 1,780 2,782 1,257 2,997 1,100

Guatemala 2,869 1,873 2,538 1,350 2,913 1,209 2,115 1,120

Honduras 1,710 924 1,728 860 1,735 829 1,705 701

Nicaragua 884 413 899 411 734 370 814 428

861 Scientific, medical, optical, meas-

uring and controlling instruments

3,419 1,957 3,424 1,994 3,266 1 ,826 3,537 2,207

Costa Rica 749 367 805 430 740 384 744 460

El Salvador 721 .396 831 .527 711 366 732 362

Guatemala 1,069 692 918 526 7.37 428 881 494

Honduras 426 261 429 276 469 329 460 381

Nicaragua 454 241 446 235 609 319 720 5611

Source: Prepared from official statistics of individual countries.

Table 11. Imports of machinery and transport equipment, total, and from the United States,

by principal commodity groups and items, 1959-62

[Thousands of dollars]

Commodity
section

and

group

Description Country

1961 1962

Imports, Imports Imports, Imports Imports, Imports Imports, Imports

total from U.S. total from U.S. total from U.S. total from U.S.

Machinery an d transport equipment,

group total

712 Agricultural machinery and imple-

ments, item total

Tractors,

total.

other than steam, item

714 Office machinery, item total

.

112,877 68,375 129,357 73,949 116,567 66,045 139,055 79,188

Costa Rica 26,142 14,989 28,850 15,951 26,319 14,324 29,529 14,818

El Salvador 20,692 12,084 31,237 15,838 23,471 11,880 28,663 14,256

Guatemala 36,179 22,922 36,299 20,717 35,376 20,597 36,718 20,710

Honduras 14,591 8,936 17,196 11,231 14,487 9,462 19,622 13,055

Nicaragua 15,273 9,444 15,775 10,212 16,914 9,782 24,523 16,349

3,829 2,743 3,946 2,086 3,979 2,791 5,753 4,464

Costa Rica 722 370 1,152 521 618 352 804 544

El Salvador 1,181 1,053 807 599 48fi 304 1,358 1,176

Guatemala 836 445 1,114 532 2,248 1,701 1,993 1,514

Honduras 278 151 388 1.59 200 136 400 264

Nicaragua 812 724 485 275 427 298 1,198 966

7,400 5.090 6,495 4,334 7,621 5,183 9,684 6,649

Costa Rica 2,033 1,243 2,185 1,345 1,961 1,130 1,461 968

El Salvador 621 442 715 305 750 394 737 3.59

Guatemala 2,096 1,595 1.363 819 2,422 1,476 3,075 1,733

Honduras 1,490 992 1,288 1,028 1,338 1,149 2,008 1,618

Nicaragua 1,160 818 944 837 1,150 1,034 2,403 1,971

3,022 1,391 3,170 1,458 2,899 1,345 3,283 1,496

Costa Rica 729 268 903 368 714 247 820 303

El Salvador 570 213 651 272 612 241 751 326

Guatemala 1,055 479 913 471 890 473 791 372

Honduras 359 268 428 220 353 202 434 228

Nicaragua 309 163 275 127 330 182 487 267
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Table 11. Imports of machinery and transport equipment, total, and from the United States,

by principal commodity groups and items, 1959-62—Continued
[Thousands of dollars]

Commodity
section

and

group

Description Countr

1960 1961

Imports,

total

Imports

from U.S.

Imports,

total

Imports

from U.S.

Imports,

total

Imports

from U.S.

Imports,

total

Imports

from U.S.

Mining, construction and other in-

dustrial machinery, item total. . . .

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

'29,494

6,407

4,526

10,254

3,503

4,804

19,072

4,211

2,686

6,917

2,041

3,217

33,136

7,182

7,580

9,763

4,407

4,204

20,295

4,310

3,744

5,871

3,202

3.168

33,093

7,950

6,164

9,545

3,516

5,918

18,585

4,928

3,207

4,496

2,389

3,565

44,065

9,728

9,913

11,599

5,299

7,526

24,301

5,296

4,300

5,435

3,902

5.368

Electric machinery, apparatus, and

appliances, item total

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

22,876

5,258

4,882

6,725

2,500

3,511

13,139

2,862

3,073

3,681

1,712

1,811

26,426

6,624

6,153

6,576

3,226

3,847

15,393

3,694

3,246

3,975

2,063

2,415

24,268

6,214

5,219

6,491

2,775

3,569

12,491

3,097

2,760

3,290

1,641

1,703

27,491

7,304

5,737

6,274

3,828

4,348

13,928

3,399

3,014

2,873

2,236

2,406

Motor vehicles, item total

.

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

33,358

6,473

7,086

11,734

4,839

3,226

18,737

3,027

3.648

7,533

2,815

1,714

35,744

6,198

10,185

10,187

5,249

3,925

19,216

2,816

4,443

6,768

2,873

2,316

32,876

6,102

7,862

9,979

4,867

4,066

17,528

2,367

3,405

6,548

3,015

2,193

33,796

5,390

7,373

9,122

5,938

5,973

19,244

2,446

3,332

6,164

3,696

3,606

732-01 Passenger motor vehicles, other than

buses or motorcycles, item total
, ,

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

11,703

2,301

2,858

4,456

1,033

1,055

1,872'

620
3

318

506

128

13,303

2,569

4,438

3,520

1,358

1,418

4,271'

777

2,140

704

65(1

12,593

2,414

3,390

4,017

1,358

1,414

6,030

796

1,501

2,348

759

626

12,240

1,996

3,315

3,597

1,487

1,845

5,881

594

1,453

2,189

761

884

' Excludes El Salvador for which data are unavailable.

1 Data not available.

Source: Prepared from official statistics of individual countries.

Table 12. Imports of chemicals, total, and from the United States, by principal commodity groups and items, 1959-62

[Thousands of dollars]

Commodity
section

and

group

Description Country

1960 1961

Imports,

total

Imports

from U.S.

Imports,

total

Imports

from U.S.

Imports,

total

Imports

from U.S.

1962

Imports,

total

Imports

from U.S.

Chemicals, group total

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

69,692

15,659

15,975

16,968

8,096

12,994

39,528

8,553

7,649

10,874

5,619

6,833

80.772

17,847

18,600

20,157

10,254

13,914

44,604

9,632

8,665

11,515

7,070

7,722

81,343

17,102

19,409

20,908

9,236

14,688

42,308

9,110

8,189

11,010

6,214

7,785

91,313

18.179

20,083

21,446

11,102

20,503

45,652

9,020

7,724

11,622

6,712

10,574

511 Inorganic chemicals, item total.

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

3,471

851

560

946

345

749

1,774

311

229

654

25(1

330

6,542

2,083

589

1,411

1,710

749

4,121

1,279

285

917

1,195

445

5,130

1,882

507

1,542

566

633

3,330

1,352

206

997

372

403

3,990

737

610

1,206

477

960

2,346

340

237

762

355

652

Organic chemicals, item total

.

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

2,407

505

435

773

423

271

1,529

449

339

248

371

122

3,675

592

1,067

1,512

270

234

1,811

382

853

248

191

137

4,193

431

1,146

1,540

361

715

2,066

215

859

418

245

329

4,816

491

968

1,639

472

1.246

2,071

254

735

510

288

284
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Commodity

section

and

group

Table 12. Imports of chemicals, total, and from the United States,

by principal commodity groups and items, 1959-62—Continued
[Thousands of dollars]

Description Countr Imports,

total

Imports

from U.S.

Imports, Imports

total from U.S.

Imports, Imports

total from U.S.

19112

Imports,

total

Import3

from U.S.

541

Pigments, paints, varnishes and re-

lated materials, item total

Medicinal and pharmaceutical

products, item total

Perfumery, cosmetics, soaps and

cleansing and polishing prepa-

rations, item total

Fertilizers, manufactured, item total.

Insecticides, fungicides, disinfectants

(including sheep and cattle dress-

ing) and similar preparations, item

total

3,986 3,270 3,678 2,467 3,470 1,942 3,396 1,999

Costa Rica 744 642 804 578 781 512 673 480

El Salvador 890 6.59 877 546 818 373 888 480

Guatemala 1,223 1,026 942 6411 804 474 599 442

Honduras 504 450 535 315 594 279 708 318

Nicaragua 595 493 580 388 479 304 588 339

20,223 12,093 22,650 13,388 22,426 11,569 26,193 13,033

Costa Rica 4,304 2,125 4,627 2,756 4,719 2,005 5,326 2,554

El Salvador 4,221 2,640 4.786 2,907 4,255 2,546 5,284 2,809

Guatemala 5,485 3,846 5,721 3,896 5,888 3,670 6,590 3,887

Honduras 2,424 1,819 2,802 2,027 2,629 1,729 3,150 1,923

Nicaragua 3,789 1,663 4,714 1,829 4,935 1,619 5,843 1,860

7,948 5,597 7,877 5,764 6,973 4,504 6,9.36 3,624

Costa Rica 1,724 1,262 1,889 1,388 1,414 978 1,186 773

El Salvador 1,782 1,223 1,872 1,291 1,831 1,184 1,866 683

Guatemala 1,714 1,355 1,494 1,184 1,207 651 878 608

Honduras 946 791 1,074 863 1,131 841 1,586 697

Nicaragua 1,782 966 1,548 1,038 1,390 850 1,420 803

12,590 3,228 13,542 2,742 13,391 2,986 13,582 2,552

Costa Rica 4,614 1,644 4,866 1,157 4,357 1,112 4,762 863

El Salvador 4,242 739 4.450 611 4,376 618 4.029 439

Guatemala 1,905 339 2,146 477 2,281 357 1,666 308

Honduras 1,390 3(14 1.169 3.", t 1,162 572 1,176 293

Nicaragua 439 202 911 143 1,215 327 1,949 649

10,525 5,344 12,650 6,340 14,148 9,080 18,708 11 407

Costa Rica 1,137 852 1,148 759 1,520 1,173 2,203 1,807

El Salvador 2,171 l 2,863 l 4,255 1,395 3,568 846

Guatemala 2,131 1,441 3,642 1,784 3,094 2,109 4,965 2,579

Honduras 942 684 1,276 1,054 1,507 1,384 1,752 1,513

Nicaragua 4,144 2,367 3,721 2,74.3 3,772 3,019 6,220 4,662

1 Data not available. Source: Prepared from official statistics of individual countries.

BALES OF COTTON await processing around new cotton-gin installation on the outskirts of Managua, Nicaragua.
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Table 13. Imports of food and live animals, total, and from the United States,

by principal commodity groups and items, 1959-62

[Thousands of dollars]

Commodity

section,

group

and item

Description

1959 1960 1961

Country Imports, Imports Imports, Imports Imports, Imports Imports, Imports
total from U.S. total from U.S. total from U.S. total from U.S.

Food and live animals, group total.

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

Wheat and spelt, unmilled (including

mcslin), item total

Meal and flour of wheat and spelt

(including meslin), item total

08

Fruits and vegetables, item total

.

Animal feedstuffs (not including un-

milled cereals), item total

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

59,571

15,291

16,951

14,859

7,020

5,450

4,612

475

142

3,523

472

(')

10,807

3,675

2,752

1,580

857

1,943

5,226

1,018

1,628

1,094

877

609

2,603

1,471

426

605

49

52

30,792

7,711

5,526

9,817

4,195

3,543

4,000

401

140

3,007

452

(')

6,756

2,389

1,681

927

701

1,058

3,735

902

Hi:)

723

658

609

2,212

1,241

320

574

34

43

57,739

13,337

17,236

13,985

7,979

5,202

5,753

339

829

3,912

673

9,595

3,676

2,611

347

975

1,986

7,045

771

3,525

899

1,083

767

3,107

1,399

636

967

47

58

29,310

6,434

6,469

8,485

4,725

3,197

5,674

263

826

3,912

673

5,825

1,917

1,948

175

791

994

2,774

410

803

469

714

378

2,391

1,072

346

880

38

55

55,581

11,064

16,296

13,822

8,094

6,305

8,008

450

2,241

4,338

979

7,793

3,606

786

484

757

2,160

7,569

770

4,203

885

1,163

548

3,085

1,126

760

1,005

79

115

27,806

6,122

5,199

8,235

4,638

3,612

7,433

450

1,862

4,147

974

4,152

1,841

394

318

534

1,065

2,780

556

682

531

719

292

2,209

740

416

900

44

109

61,822

9,499

21,393

14,400

7,854

8,676

7,813

185

2,360

4,115

1,153

0)

8,457

4,387

828

356

564

2,322

8,336

794

5,198

695

954

695

3,028

1,158

763

826

116

165

26,930

5,197

5,306

7,769

4,017

4,641

6,754

185

1,546

3,870

1,153

4,130

2,152

342

254

348

1,034

2,208

470

521

517

312

2,412

791

629

785

60

147

1 Less than $500.

Source: Prepared from official statistics of individual countries.

Table 14. Imports of other commodities, total, and from the United States, 1959-62

Commodity
section,

group

and item

Description

1959 1960 1961 1962

Country Imports, Imports Imports, Imports Imports, Imports Imports, Imports

total from U.S. total from U.S. total from U.S. total from U.S.

Beverages and tobacco, group total 5,729 2,161 4,982 1,841 4,448 1.747 4,962 1,547

Costa Rica 928 369 811 273 783 224 1,156 162

El Salvador 1,947 475 1,696 476 1,482 477 1,401 341

Guatemala 1,600 592 1,284 383 1,064 426 1,204 471

Honduras 471 134 432 127 478 128 445 111

Nicaragua 783 591 759 582 641 492 756 462

Crude materials, inedible, except

fuels, group total 4,764 1,833 5,373 2,341 6,273 2,626 7,628 3,202

Costa Rica 575 286 637 275 631 187 660 243

El Salvador 1,734 224 1,671 306 2,238 389 2,538 353

Guatemala 1,469 660 1,707 714 1,926 1,012 2,317 1,191

Honduras 259 99 313 116 366 138 504 151

Nicaragua 727 564 1,045 930 1,112 900 1,609 1,264
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Table 14. Imports of other commodities, total, and from the United States, 1959-1962—Continued

Commodity 1959 1961

section,

group Description Country Imports, Imports Imports, Imports Imports, Imports Imports, Imports

and item total from U.S. total from U.S. total from U.S. total from U.S.

Mineral fuels, lubricants and related

38,532 7,909 40,480 7,881 41,937 7,956 42,462 8,183

Costa Rica 6,032 1,346 6,233 1,436 7,349 1,928 7,623 1,971

El Salvador 7,140 1,475 7,344 1,316 6,857 1,106 7,535 1,195

Guatemala 13,240 2,789 13,865 2,457 13,422 2,198 12,811 2,371

Honduras 5,625 1,370 6,166 1,682 7,160 1,544 6,963 1,413

Nicaragua 6,495 929 6,872 990 7,149 1,180 7,530 1,233

313 Petroleum products, item total 33,409 6,960 34,886 7,458 35,760 7,746 36,367 7,831

Costa Rica 5,744 1,360 5,763 1,430 6,723 1,917 7,182 1,827

El Salvador 6,153 1,212 6,294 1,195 6,083 1,092 6,554 1,180

Guatemala 10,435 2,252 10.777 2,177 10,163 2,094 9,764 2,199

Honduras 4,680 1,255 5,187 1,671 5,784 1,510 5,763 1,400

Nicaragua 6,397 881 6,865 985 7,007 1,133 7,104 1,225

4 Animal and vegetable oils and fats,

group total 3,022 1.835 5,061 2,755 5,549 3,140 7,009 4,146

Costa Rica 542 217 634 104 1,162 167 1.750 330

El Salvador 429 244 1,432 1,080 1,343 955 1,814 1,417

Guatemala 1,354 992 1,642 907 2,018 1,567 1,476 1,274

Honduras 264 147 634 415 415 286 866 681

Nicaragua 433 235 719 249 611 165 1,103 414

411 Animal oils and fats, item total 1,466 1,326 2,637 2,307 2,813 2.713 3,112 3,067

Costa Rica 14 5 13 1 72 55 76 62

El Salvador 314 218 1,190 1,032 949 903 1,262 1,279

Guatemala 885 857 920 773 1,460 1,428 1,108 1,097

Honduras 124 119 368 359 235 234 423 418

Nicaragua 129 127 146 142 97 93 213 211

412 Vegetable oils, item total 977 150 1,825 272 2,179 200 3,134 811

Costa Rica 399 86 605 90 1,075 65 1,633 232

El Salvador 98 11 197 11 352 17 411 37

Guatemala 204 35 420 68 387 54 291 124

Honduras 112 8 227 36 140 30 403 242

Nicaragua 164 10 376 67 225 34 396 176

9 Miscellaneous commodities and

transactions, group total 2,001 1,472 1,932 1,391 2,249 1,580 2,140 966

Costa Rica 8 2 19 .> 14 4 11 3

El Salvador 55 25 4.5 19 38 11 50 26

Guatemala 14 6 25 10 38 29 15 4

Honduras 48 29 59 33 100 45 127 34

Nicaragua 1,876 1,784 1,784 1,327 2,059 1,491 1,937 899

Source: Prepared from official statistics of individual countries.

CIGARETTE MANUFACTURING in Cosfa Rica utilizes women employees on assembly line.
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Table 15. Traffic of principal seaports, 1962

Imports Exports

Port Thousands Thousands

Metric of dollars Metric of dollars

tons c.i.f. 1 tons f.o.b.

All Pacific ports 1,461,252

All Atlantic ports 933,553

Total -2,394.805

Costa Rica

Pacific

Puntarenas 194,161

Golfito 51,611

Atlantic

Limon 230,165

El Salvador

Pacific

Acajutla 129,960

La Lihertad 115,209

Cutuco-La Union 230,689

Guatemala

Pacific

Champerico 20,890

San Jose 380,626

Atlantic

Puerto Barrios 292,901

Matias de Galvez .... 78,832

Honduras

Pacific

Amapala 16,695

Atlantic

Puerto Cortes 176,248

Tela 60,162

La Ceiba 44,131

Nicaragua

Pacific

Corinto 237,323

San Juan del Sur 36,999

Puerto Somoza 47,089

Atlantic

Puerto Cabezas 40,921

El Bluff 10,193

144,879

171,414

31,028

8,205

34,748

802,733

939,452

316,293 1,742,185

15,549

237,209

56,267

132,243

202,682

9,618

22,494

57,022

n.a. 49,547 n.a.

n.a. 28,484 n.a.

ii. a. 100,806 n.a

3,656 20,250 12,701

24,060 35,613 14,549

46,763 146,147 50,914

26,764 68,269 25,715

40,305 318,685 40,243

5,430 13,826 830

7,319 178,285 19,666

44,385 235,865 58,825

15,838 13,056 5,430

10,186 10,087 2,219

5,678 42,141 5,896

4,407 12,165 2,396

1 Guatemalan import values are f.o.b.

Note: Values and quantities are sometimes reported in separate government

sources and can be used only for general comparison.

Source: Prepared by the U.S. Department of Commerce from official sources of

the individual countries.

STITCHING SOLES on shoes for Central Americans, the operator in

a Honduran plant employs a U.S. machine.
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MARKET SERIES

This publication is one of a series of market studies

prepared by the Bureau of International Commerce,

U.S. Department of Commerce. These studies provide

a current evaluation of the nature and scope of a

country's market, describing the present import pat-

tern, distribution facilities, and trade practices, and

analyze the market for selected commodities.

Other titles in the series include:

Africa: Sales Frontier for U.S. Business.

1963. 121 pp. $1.

Belgium, A Market for U.S. Products

1963. 60 pp. 45 cents.

Colombia, A Market for U.S. Products.

1964. 64 pp. 50 cents.

Hong Kong, A Market for U.S. Products.

1964. 122 pp. $1.

Kuwait, A Market for U.S. Products.

1963. 22 pp. 25 cents.

Liberia, A Market for U.S. Products.

1965. 40 pp. 35 cents.

Libya, Market for U.S. Products.

1962. 65 pp. 55 cents.

Morocco, A Market for U.S. Products.

1964. 64 pp. 40 cents.

Nigeria, A Market for U.S. Products.

1964. 72 pp. 50 cents.

Peru, Market for U.S. Products.

1961. 62 pp. 40 cents.

Philippines, A Market for U.S. Products.

1965. 76 pp. 25 cents.

Saudi Arabia, A Market for U.S. Products.

1962. 44 pp. 40 cents.

Sudan, A Market for U.S. Products.

1963. 47 pp. 40 cents.

Thailand, Market for U.S. Products.

1962. 92 pp. 55 cents.

Venezuela, A Market for U. S. Products.

1964. 65 pages. 50 cents.

Copies of these publications may be obtained from

any Department of Commerce field office, or from

the Superintendent of Documents, U.S. Government

Printing Office, Washington, D.C., 20402. Make
check or money order payable to the Superintendent

of Documents.
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U. S. DEPARTMENT OF COMMERCE FIELD OFFICES
PROVIDE READY ACCESS TO COMMERCE SERVICES

• The Department of Commerce maintains Field Offices in the cities listed below for the purpose of providing

ready access to the reports, publications, and services of the Business and Defense Services Administration, Bu-

reau of International Commerce, Clearinghouse for Federal Scientific and Technical Information, Office of Busi-

ness Economics, and the Bureau of the Census. Information on activities of the National Bureau of Standards,

Patent Office, and the Area Redevelopment Administration is also available.

• Experienced personnel will gladly assist in the solution of specific problems, explain the scope and meaning

of regulations administered by the Department, and provide practical assistance in the broad field of domestic

and foreign commerce. Field offices act as official sales agents of the Superintendent of Documents and stock

a wide range of official Government publications relating to business. Each office maintains an extensive business

reference library containing periodicals, directories, publications, and reports from official as well as private

sources.

• Approximately 600 Chambers of Commerce, Manufacturers Associations, and similar business groups are

official Cooperative Offices of the Department where many of the basic publications and reports of the Depart-

ment are on file and available for consultation. If specific information is not on hand in the Cooperative Office,

your problem will be referred to the nearest Department field office.

• These facilities have been established to assist you. You are invited to use them.

DOMESTIC TRADE
Population Count and Characteristics

Housing Statistics

Detailed Agricultural Data on County Basis

Retail, Wholesale and Service Business
Estimates on Population Movements
National Income Statistics

Regional Trends in United States Economy
Biennial Volume on Business Statistics

Current Releases and Business Indicators

Research Sources on Market Potentials

Development and Maintenance of Markets
Reports on Governmental and Private Technical Research
Regional and Community Development Techniques
Information on Government Procurement, Sales and Contracts

Department

Albuquerque. N. Mex., 87101, U.S. Courthouse. 247-0311.

Anchorage, Alaska. 99501. 306 Loussac-Sogn Building. Phone:

BR 2-9611.

Atlanta, Ga.. 30303, 75 Forsyth Street, N.W. 526-6000.

Baltimore, Md.. 21202. 305 U.S. Customhouse, Gay and Lom-

bard Streets. Phone: PLaza 2-8460.

Birmingham, Ala.. 35203. 505 Title Bldg., 2030 Third Avenue,

North. Phone: 325-3131.

Boston. Mass., 02110, Room 230, 80 Federal Street. CApitoI

3-2312.

Buffalo. N.Y., 14203, 504 Federal Building, 117 Ellicott Street.

Phone: 842-3208.

Charleston, S. C, 29403, Federal Bldg., Suite 631, 334 Meeting

Street. Phone: 747-4171.

Charleston. W. Va., 25301, 3002 New Federal Office Building,

500 Quarrier Street. Phone: 343-6196.

Cheyenne, Wyo., 82001, 6022 Federal Building. 2120 Capitol

Avenue. Phone: 634-5920.

Chicago, 111., 60604, 1486 New Federal Building, 219 South

Dearborn Street. Phone: 828-4400.

Cincinnati, Ohio, 45202, 8028 Federal Office Building, 550 Main

Street. Phone: 684-2944.

Cleveland, Ohio, 44101, 4th Floor. Federal Reserve Bank Bldg.,

East 6th St. & Superior Ave. Phone: 241-7900.

Dallas, Tex., 75202, Room 1200, 1114 Commerce Street. River-

side 9-3287.

Denver, Colo., 80202, 16407 Federal Building, 20th and Stout

Street. Phone: 297-3246.

Des Moines, Iowa, 50309, 1216 Paramount Building, 509 Grand

Avenue. Phone: 284-4222.

Detroit, Mich., 48226, 445 Federal Bldg. 226-6088.

Greensboro, N.C., 27402, 412 U.S. Post Office Building. Phone:

275-9111.

Hartford, Conn., 06103. 18 Asylum St. Phone: 244-3530.

Honolulu, Hawaii, 96813, 202 International Savings Bldg.,

1022 Bethel Street. Phone: 588977.

Houston, Tex., 77002, 5102 Federal "Bldg., 515 Rusk Ave.

Phone: 228-0611.

Jacksonville, Fla., 32202. 512 Greenleaf Building, 208 Laura

Street. Phone: 354-7111.

FOREIGN TRADE
Tariff Rates of Foreign Countries on Specific American Prod-

ucts

Regulations Bearing on the Control of Exchange Abroad
Administration of Regulations Imposing Import Quotas and the

Details of Import Licensing Procedures in Overseas Markets
Facts on Economic and Trade Conditions

Business Information on Foreign Firms
Documentation of Export and Import Shipments, Both Here
and Abroad

Statistical Data on Both Imported and Exported Products
Assistance on Export Regulations and Problems, Including

Prompt Special Service in Emergency Situations

Trade Investment and Licensing Opportunities

Foreign Lists of Buyers and Suppliers

Field Offices

Kansas City. Mo., 64106. Room 2011, 911 Walnut Street.

BAltimore 1-7000.

Los Angeles, Calif., 90015, Room 450, Western Pacific Build-

ing, 1031 S. Broadway. Phone: 688-2833.

Memphis. Tenn., 38103, 345 Federal Office Building, 167 North

Main Street. Phone: 534-3214.

Miami. Fla., 33130, 1628 Federal Office Bldg., 51 S.W. First

Avenue. Phone: 350-5267.

Milwaukee, Wis., 53203, Straus Bldg., 238 W. Wisconsin

Avenue. Phone: BR 2-8600.

Minneapolis, Minn., 55401, 306 Federal Building, 110 South

Fourth Street. Phone: 334-2133.

New Orleans, La., 70130. 909 Federal Office Building (South),

610 South Street. Phone: 527-6546.

New York, N. Y., 10001, 61st Fl., Empire State Bldg., 350 Fifth

Avenue. LOngacre 3-3377.

Philadelphia, Pa., 19107, Jefferson Building, 1015 Chestnut

Street. Phone: 597-2850.

Phoenix, Ariz., 85025, New Federal Bldg., 230 N. First Avenue.

Phone: 261-3285.

Pittsburgh, Pa., 15222, Room 2201, Federal Building, 1000

Liberty Avenue. Phone: 644-2850.

Portland, Oreg., 97204, 217 Old U. S. Courthouse, 520 S. W.

Morrison Street. Phone: 226-3361.

Reno, Nev„ 89502, 2028 Federal Building, 300 Booth Street.

Phone: 784-5203.

Richmond, Va., 23240, 2105 Federal Building, 400 North 8th

Street. Phone: 649-3611.

St. Louis, Mo., 63103, 2511 Federal Building. 1520 Market

Street. MAin 2-4243.

Salt Lake City, Utah, 84111, 3235 Federal Building, 125 South

State Street. Phone: 524-5116.

San Francisco, Calif., 94102, Federal Building, Box 36013. 450

Golden Gate Avenue. Phone: 556-5864.

Santurce, Puerto Rico, 00907, Room 628, 605 Condado Avenue.

Phone: 723-4640.

Savannah, Ga., 31402, 235 U.S. Courthouse and Post Office

Bldg., 125-29 Bull Street. Phone: 232-4321.

Seattle, Wash., 98104, 809 Federal Office Bldg., 909 First Ave-

nue. MUtual 2-3300.
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A TOOL FOR
V^WIA l\ML/Q Here's a low-cost weekly guide to keep you up-to-date on new U. S.

Department of Commerce publications geared to help in your business management and

planning. From export market bulletins to current census findings, from weather

studies to scientific and technical research reports, news of each new publication will reach

you promptly through a subscription to business service checklist. And, in addition

to the listing of these varied publications (plus information on how to get them),

the checklist includes in every issue latest figures on key business indicators that

reflect the condition of our nation's economic life. So whatever your business information

needs, you'll find the business service checklist a time-saving, worthwhile tool. To
enter your subscription, complete and return the order form below with payment.

ORDER FORM

BUSINESS
^SERVICE
CHECKLIST

A U. S. DEPARTMENT OF COMMERCE
PUBLICATION

For use of Supt. Docs.

|

To: Superintendent of Documents,
Government Printing Office,

Washington, D. C. 20402
or

Any U. S. Department of Commerce Field Office

Enclosed find $ (check or money order). Please

enter my subscription to business service checklist.

Q Annual subscription, $2.00
] Foreign mailing, $4.00

Name

Address

City, State, & Zip Code


